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ABSTRACT 

The issue of rural land subdivision and rising land values in 
the urban periphery is complex. On one hand, there are the parties 
Goncerined stiese includestarmers, municipal authorities, counties, 
the Provincial government, various land dealers, and lot buyers. 

On the other hand, there is the land to be subdivided which is con- 
strained by geographical, environmental, and ecological factors. 
Both the parties concerned, and the specific constraints outlined 
above have a direct influence on the escalation of land values in the 
urban periphery. The influence which each of these has on rural res-— 
idential land values is analysed and its impact is established. 

The study area is located in Central Alberta, in the County of 
Parkland. The data used in the study are obtained from unpublished 
sources. 

he analysis was carried out in two stages. First, the selected 
geographical factors were analysed using various statistical models 
(regression, analysis of variance, ana chi-square). Tiheanrluence of 
the main participants in rural land trade was established using less 
rigorous methods and models which were purposely designed for this 
study. The factors which lead to leap-frog sprawl in the study area 
are identified. 

The analyses revealed that accessibility variables are not the 


main factors in explaining rural land values in the study area. Indeed, 
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within the study area, the unit value of land was found to increase 
slightly with increasing distance from the City of Edmonton and from 
the main routes leading to Edmonton. Four factors were found to 
have imiluence om land values: lot Size, topography, proximity to open 
Water, and Soil tyoes. Land speculators, i.e., those who buy and 
Sell parcels of land suitable for*subdivision but who do not develop the 
parcels meppeals tO playran: Inslgniticant. role im escalation of rural land 
values. Developers, on the other hand, appear to play a significant 
role in bringing about increase in the value of land in urban periphery. 
It was alSo proposed thata wessiey based on public ownership of 


land will reduce the rate at which the land values escalate in the urban 


periphery. 
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CHAPTER! 
INTRODUCTION 
The thesis deals with the influence of (1) selected geographical 
factors and (2) land subdivision for country residential purposes, on 
land values in Parkland County, Alberta. land subdivision for 
country residential purposes is a controversial issue among the 


parties concerned, with the following, conflicting points of view being 


Ten . 

CL) The owners of the residential property in the area do not like 
the area to be too-much subdivided, because intensive tand use 
will lower property value. 

Ren) Naturalists would like to preserve environmental quality and 
stabilisation of sand dunes: for example in Parkland County. 

Ciit) Tne farmers would like to make more money by selling unpro- 
ductive parcels of land and to be free to sell to anyone. 

(iv) ‘he County oF Parkland would wish Ve see as inion’ a level-or Sub= 
division as possibile as this would maximize taxation as land is 
bUL to nigner Use, 

(v) The province wants to preserve rich agricultural land. 


wi tata son ges aa vind ei) per e 
*3' ee ay + wore "Algae 7 ees 


me Te. | ae | Fish - Gn) he on ikule _ 
Pe er a ¢ slam Gul-¢ : > 


a wa sige te peanntiore ne, free ae rain, cee Ae tke = 
: _ 


Sabie Papeete ee we were Te a he ee es 


> ¥ = >* 


ira anatase sacs Sey CAs: <a 7 
KAY VP Oa ot & eat | The 

| Mepsetine lpearensrtite ee AR 

7 jeg) ret pasts ahve MO Paiss 2) aes ee ee 
Tate eee sp knit iakew aryl aig 


_ a s se 
= . s 


Civ) There is a great demand for country residential lots within 
easy, Peach of the cityor Edmonton, 

However land subdivision particularly in Parkland County is 
subjected to severe geographical, ecological, and physical constraints. 
(1) Geographical 

A substantial area which is otherwise suitable is liable to 
flooding. 

@) ecological 

Removal of vegetation will reactivate sand dunes. 
(3) BE oysical 

A hign water-table permits unwanted horizontal dispersal of 
sewage. lLeakages in septic tanks are likely to contaminate the 
ground water, which, is the main source of Supply. to, the nouseholds. 

Despite the constraints mentioned above, the desire fora 
rural way of living and rising land values are clearly indicated in 
the rising number of subdivisions and the rise in assessed land value 
which is based on market value. 

(1) fhe first section of the thesis Ceals with they luence offi 
selected geographical factors on the location of country residential 
areas and associated land values. The areas in question are those 
commonly referredsto a5 Subdivisi OnSi,4l ae.,UALiS Of land wi cightnec— 
tares (twenty acres) or more in size which are subdivided after pur- 
chase into four or more lots, each of which is used.as the site for 


residences. The geographical factors considered are (1) size of the 
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lot the buyer can acquire, (2) accessibility to Edmonton, (3) access- 
ibility to the main highways that cross the study area, and (4) the 
Suitability of the land for the potential uses which actually exist (i.e. 
the uses considered py the Edmonton Regional Planning Commission 
which has overall resp: nsibility for planning in the study area). 

(ye line secomdssection of the thes iscerocusesson the relation= 
ship which land values have to one another at successive stages of 
ime process of development. The Stages are (1) wien Used Tor Tarm-— 
img, C2) when Mmedersavellabler( Or Sale by the tarinersto-a developen. 
(3) at the time of subsequent sale when the lots are sold to individual 
buyers. In this section a distinction is made between two types of 
buyers. On the one hand is the individual or company who Sells the 
lots in the subdivision to individuals; Such a person or company is 
referred to as adeveloper. Then there is an individual or a com- 
pany who Sells the subdivision as a whole. Such an individual or com-—- 
Dany is rerecred toras a speculator. Jn this section the size.oF the 
increments in the values at Successive stages is identified and anal- 


ysed. 


The Study Area 
Location The county of Parkland is situated adjacent to the western 
boundary of the city of Edmonton, It covers an area of 3774 Square 
kilometres (1453 square miles) with its extreme western point being 


93.3 kilometres (58 miles) from the city of Edmonton (see Figure 2.1). 
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Since the western end of the county lies beyond the convenient com- 
muting range from Edmonton it will be excluded from the study. 
Specifically the area will coincide with that indicated in Figure 2.1 
because most of the subdivisions for country residential use are 
located in that area. 
Reasons for choosing the area 

1) The area has experienced intensive subdivision for country 
residential purposes. This is indicated in an Edmonton Regional 
Pianning: Commission echnical ieeport where itis Steted that, “as 
of 1974 the County of Parkland has taken the lead ahead of all other 
rural municipalities in Edmonton Regional Planning Commission with 
regard to country residential Subdivision activities in the last few 
years", ( Alberta Land Use Forum, 1974). The many subdivisions 


provide an adequate volume of data for the analysis undertaken here. 


2) There are two already completed studies on Parkland which 
provide a foundation for the thesis. The two studies are: Country 


Residential Survey Parkland County: Technical Report No. 4A pre- 


pared by Edmonton Regional Planning Commission for Alberta Land 
Use Forum (1974), and Outline Plan, Township 51 Range 26 by 


Edmonton Regional Planning Commission, (1978). 
3) The major constraints on country residential land use such 
as soil types, location on the fringes of the city, and accessibility to 


highways are clearly represented in the Study area. The variation 
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in topography, the presence of woodland, and of many small lakes in 
the study area are some of the amenities which influence country 
residential subdivision. Such variation in SCeneryals Mot So common 
PoEner counties Surrounding the city-or Edmonton: 

4) The E.R.P. 5. regulations for Subdivision allows lots be- 
tween 1.2 and 8 hectares (8 and 20 acres) to be considered, wnereas 
in Some counties permission is only granted for lots of more than 
Pounectalress( 4Osacre=) eq. the Municipal Districe of Sturgeon which 
assStrict See for Subdivision. 
limitation of the study area 

According to Technical Report No. 4A (Alberta Land Use 
Forum, 1974), the majority of people who own country residential 
property in Parkland County, work in the city of Edmonton, The max- 
Limum distance they are willing to travel to work is indicated by the 
S0-minute isechrone. Range 2 west of the 5th meridian is considered 
as the western boundary of the study area because it lies close to the 
60-minute isochrone, and at the same time it avoids the possibility 
of any subdivision lying partly within and partly outside the ey area, 

In summary, the boundaries of the study area are as follows. 
The western boundary of the city forms the eastern boundary of the 
study area, Range 2 west of the Sth meridian forms the western 
boundary of the study area, The northern and southern boundaries 
of the study area coincide with the county boundaries because much 


of the data is available on a county basis. By limiting the study to 
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one county, the problem of a possible lack of Comparability in the 


data is avoided. 


The Context of the Thesis 

The context in which the thesis is set is identified in two ways. 
First, a review of literature concerned with the problem of land 
values in the urban periphery and methods used to predict land values 
is presented. The research presented in these studies provides the 
Foundation on which this thesis rests, This is followed by an analysis 
of the term Speculation, and the meanings attached to that term. The 
reason rok Going tis 1s thatin almost every informal discussion or 
changing land values on the urban periphery, speculation emerges as 
a topic of controversy. It is obvious that the feelings held on this 
topic are strong, and it is also clear that, if some of the feelings are 
well founded, speculation plays a very important role in the escalation 
of land values. The purpose of the analysis is to provide a framework 
which will enable the probable impact of Speculation and the increment 
in the value of land in the study area which nas been bought for sub- 


division in recent years to be identified. 


Literature Review 


The literature reviewed can be classified into four broad cat- 
egories. First there are studies concerned with identifying ina 


general way, non-ecological factors which influence rural tand values, 


Second, there are studies inwhich models are used to predict land 
values at specific areas and the influence of land speculation on land 
values. The third category consists of the relationship between urban 
sprawl, land speculation, and land vaiues, and of the views held on 
these matters. The fo''rth category contains studies of rural land 
value in the Edmonton Region. 
Non-ecological factors 
Vernon W, Ruttan(1961), in his study of the influence of industrial 

plants on rural land values, realised that there was an association be- 
tween the location of industrial plants and an increase in rural pop- 
ulation. The growth in population eventually led to a rise in rural 
land values as the rising population created demand for rural land to 
_be used for residential purposes. This view was Supported by T. 
ance cht G70) in nis stuay at therGreen, Valley, California. In his 
research it was Shown that the construction of a Boeing plant in 1964 
led to an inflation in land values in the Surrounding region. He attrib-— 
uted raising land costs to tne gains wnich buyers expected to make 
because the construction of the factory was to be accompanied by the 
construction of a rail corridor and a freeway. Both of these would 
greatly increase the accessibility of the area. He also showed that 
the construction of a dam in the upper valley established confidence 
which heiped to push property values upwards. 

Accessibility has been cited by rural land researchers as one 


of. the main factors contributing to increases im rural land values, 
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H.B.Schechter (1961) attributed rising land values on the urban per- 
iphery to accessibility. The same view was held by Robert D. Waldo 
(1974). Inhis study of the Saint Gabriel valley in Los Angeles, Waldo 
asserted that accessibility in the form of improved transportation to 
the main urban centres was the main influence on land values in that 
areal, Tiowever Garner and Yates (19717 p 5251) are’ cautious about 
accepting too readily the view that accessibility is the main determin- 
ant of Suburban land values. In their study of land values in Chicago 
they found that accessibility was no longer vital in 1960 in determin-—- 
ing land values as it had been in 1910. 

It seems then that the case is unsettled, and there is apparently 
no consensus at present as to why accessibility appears to be a Ssig- 
nificant determinant of land values in Some instances but not in the 
others, 

Land value models 

Some researchers have tried to go beyond the Simple identi- 
fication of factors influencing land values, and have sought to construct 
models which would make accurate prediction of values possible. 
Several of these researchers have used statistical techniques of reg- 
ression analysis, in effect, as a model for their models. They have 
postulated that land value is determined in a measureable way by one 
or more elements present in or related to the land, moreover, by 
using regression analysis as the technique for relating the dependent 


variable, land value, to the independent, they have postulated that the 
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variables behave in a way which corresponds to the behaviour spec— 
ified in the mathernatical theory of regression and correlation 
RBTateek1960, chapters 17,18), 

Some of the problems involved in these assumptions will be 
dealt with in the section on methodology which follows later in this 
chapter. Here it is sufficient to say that, unless specified otherwise, 
one of the assumptions made is that the behaviour of the variables 
Canbe mMeastiredrorrauratio Scale (Blalockyal S60" peal DS) ewOnrthe face 
ofsit, tis would prectude the vse of data meastiredsonaimominaleor 
ordinal scales’. As wer snallesee,-nowever. some researchers have 
tried to get around this limitation by the use of what are called dummy 
variables (Smillie, 1965): 

Garner and yates (1971) used distance and locational variables 
to predict land value at any location in Chicago. Duane S. Knos (1967, 
pe 262) expressed landi values in terms of distance, growth of popula— 
tion, and growth of the city size. James Munger (1 964) made an 
attempt to measure the effects of on-site and off-site components of 
rural land values using a multiple regression model. The two rural 
components he used were (a) lake shore property, and (b) open country 
land property. He found out that adjacency to lakes had a dominant 
effect upon rural tand prices in the study area. Michael Goldberg 
(1970) predicted rural land values using three economic variabies. 
The economic variables used in his regression model were (1) per 


capita income, (2) population density, and (8) value of agricultural 
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products. Inhis paper he also indicated the effect of improved trans-— 
portation and governmental designated recreation areas on rural land 
Values, 

The inclusion of agricultural products as a main variable in 
determining rural land values has recently been disputed. Wise and 
Dever (1974) indicated the growing weakness of the classical econ- 
omic rent theory in interpreting rural land values. 

As more uses for forestland and farmland develop, 
forest and agricultural factors diminish in importance 
aS a price explainer. These factors become incidental 
to price instead of being primary determinants. 
Rather, locational factors, property amenity and 
direction of growth become dominant forces in influ- 
encing land market decision .(p.1103) 

They admitted that there was an unstable price relationship 
among the variables used in their regression model, as indicated by 
Standard errors in the analysis. This was So, they argued because 
there are a number of forces (e.g. motivation to sell) operating in 
the land market which are not easy to explain. Wendt and Goldner 
(1 966) found that land values tend to neglect the "flat plain" approach. 
The pattern of land values tend to respond to spatial pull of other 
centres rather than to the Central Business District. The spatial 
pulls identified were, (1) potential accessibility to other centres 
(shopping centres, industrial parks, etc.), (2) potential availibility 
of jobs in other centres, (8) variation in topography, and (4) socio- 


economic factors. Such Spatial pull results in differing patterns of 


land values. 
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Asanti (1974) in his study of "the incidence of rural ee 

taxation in Alberta" stated that, 

In a study of equity of rural property taxation, it 

iS important that factors affecting farm real estate 

prices be investigated. (p. 6) 
He used a regression model in which rural land value per acre was 
expressed as a function of economic variables, and urban influence 
variables, The economic variables were (1) actual property tax rate 
per 1,000 dollars assessed value by municipalities, (2) value of agri- 
cultural products per acre in dollars by municipality, W970, and 3) 
net addition of outstanding Federal Credit Corporation loans in dol- 
aes el Of0-7 financials yearas ihe urban influence variables were 
entered into the model as dummy variables, and were treated in the 
following way: 
(1) dummy variable for municipalities off the Edmonton-Calgary Cor- 
ridor and (2) percentage change in [rural] population from 1961 to 
1971 by municipalities. 

Finally, there are two other studies which are probably the 
most interesting of all. Howard A, Clonts (1970) used the distance 
variables, size of parcels, road conditions, drainage, and topography 
as the main variables in his regression model. He found that urban- 
ization was the main Source of increases in rural residential values. 
Because of the expected use of the land, the value per acre of residen- 
tial land without buildings was twice that of agricultural land. Leroy 


I. Hushak (1975) established a price model for rural land. He used 
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distance variables, Zoning, location, tax, lot size, and amenity as 
the explanatory variables for the price per acre at any given location. 

With tne exception of the studies by Clonts and Hushak, the 
models mentioned earlier have one specific weakness. They indica- 
ted the value of land at a Specific location, but they provide no inform- 
ation on the size of the parcel of land which has the Specified value. 
In this study, following Clonts and Hushak, the size of the parcels 
being used is considered as a variable that influences the value of the 
land. 
Land speculation, urban sprawl, and land values 

The problem of rising rural land values cannot be treated in- 
dependently of such issues as urban sprawl, and the role of specula- 
tion. According to Clawson (1962), it is the ineffectiveness of agri- 
culture which has caused inflated rural land values and urban sprawl. 
While urbanisation has been able to influence rural land values, agri- 
culture has not succeeded in influencing urban land values. This view 
differs from that held by Clark and Harvey (1965, p.3) that "it is lack 
of coordination of the decision to speculate which produces urban 
sprawl and not speculation itself". The views presented above are 
illustrations of the controversy Surrounding the topic as a whole. 

For the purpose of this review, the topic will be divided into 
the following groups: 
Proponents of land speculation C.E. Elias (1965), compared a land 


speculator to a speculator in other commodities such as wheat. He 


Iie 


i 


“ncn jet jaa #36) 


a “ 
wren hr ici et ; hss rept IBty ° alias = 


Sete a sulouve ote 


es i i winericti 


Tanta? a 


Hssat 2 
wbewitoat a 


i 
: “ie A ra 


: a : N és J “ . * 
=i >. Beanthow othicedé Snaaven meine tert een 
Li2 ti 4 « Kef i La @ . 7 : _ _ 7 
x Al 
. ae 44 iymactarioves £48 Bet ho tiniaw OG 
aye x < a TD es .-* ' . i OOH ETE Ste g i 
| a 
cy 414 Ae IO4Ss Be 1G oahe ah ne ee 


aLiMeY WAV IE 0 Te Bote ON 


age es © ’ 4 
a (a prt —seadedel brid Sash geriw ai tet here @ 


a. ps 
7 


2 at 
io : a 

, “) » Beam eee 2 6 eat 

ain ESbclk 18 tee = ee hart? Sha ABV oO =, Go! ena at ty at. ae 


4 
. 4 ~~ 
jeatiey syed tie. ie 
= 
; i | ho, ; } La 
aon bets 29 Sc nee ees y ut Pee Det yi -y) ‘cs Fa eee ee 
1 B..22 Oo ' 4a) 
? - ——. 
fu j i i } ie i. : j we 
a6 r 
g ) : ’ i | m 
+ is 13 $040 ble pe We ale | - 
afi ator i Sstierk ac 2 t) . Aes Qe WV Sh oh grime. 
n _ 4 4 a 2 i * >? he .% - va Z m 
, vere MSc BAe SauTeyueriel 1S “tei TY) cess == ves at 


a a v 7 ‘ e - "] : .. = 5 A. a - 
a4 TTR Pigsiany ik Terese ey ott AOA Seni -e5 -pv eee eee 
. 


wet : " * 
= 2 


" 


ete BaahAiacindh ge Sas aie Ss] Gobadi ass tt aay 
j wan 
i 


iiely @ifel 6.4 


a ’ 7pu ISit au a = Se visVP r=), b Te WS} J saab tre of? a f ald 
: - 7 : ss _ 


he at 6 ia a > 7s 
OAS av re ye — hi he he : 
7 a Mole 1 ome 


a 2S ani als aha 
) ie 
- ae. ses ys. eT are haere 


¥ 


13 


stated that a land speculator acquires land when it is in plentiful sup- 
ply on the market, and then releases the land when the demand is high. 
By controlling the rate at which land is released, the speculator can 
keep the price high. If the speculator were to release all the land at 
one time, assuming that he had control over a large part of the supply, 
the result would be a significant fall in the price of land. Elias also 
pointed out that there is a power structure among speculators with 
the financially able ones being able to out bid the weaker ones. Thus 
Speculators poliae large pieces of land could induce orderly develop- 
ment, James Gillies.(1'965) in Support of the wiew that land-specu-— 
lators have helped bring about orderly development, cited a number 
of what he called the "best developments" in the United States which 
have taken place in those areas where large scale Speculators have 
been involved. By holding large pieces of land and releasing them on 
the market when land was required, speculators have participated in 
reducing violent price fluctuation and ensuring attractive communities. 
AS a consequence of sound planning and controlling 
the rate of land availability by the speculator, violent 
price fluctuations in the land have been eliminated 
and attractive community's being built. (p. 795) 
The development at Canejo valley was given as an ideal example of 
the type. A similar view was also observed in the southern side of 
Los Angeles Metropolitan region in Orange County. A corporation 
was alleged to own 90,000 acres (approximately one-fifth of the entire 


county). By regulating the Land flow onto the market, orderly develop- 
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ment was achieved. 

Yet another view was that of Clark and Harvey (1965) who 
considered lack of coordination to speculate as the prime cause of 
urban Sprawl and not speculation itself. They argued that most of 
the profit goes to the developer and not to the speculator. 

Opponents of land speculation Yearwood (1971, p. 31) maintained 
that land speculation can only be understood in the context of the fol- 
feowing:sCl sland use practices, (2) controlyoven land: uses,.(3)i public 
needs, and (4) popular attitudes concerning these matters. What 
tinistseems to imply isathat: the speculaton, aif. he isywell informed, ican 
capitalize on land to obtain unearned increments. Yearwood disagreed 
with the view of "orderly development!' as expressed by C, Elias 
C965) .) erargued that«itlis-notthe spseculatoribut the wellsinformed 
developer, and in particular one who has large land holdings and can 
thus work on a large scale who can provide orderly development. 

RAW S BryantsG 9725, psp GO)areterizingsto, Vizandieeverit.in the 
Suburb of the City of Perth, Australia, wrote as follows: 

(there are] wild increases in land prices, bearing 
no relation to normal process of Supply and demand, 
enormous unearned increments for the owners able 
and willing to take advantage of the situation and so 
forth. 
M.1. Rancich (1970), during his study at the Green valley in Cali- 
fornia found that the mere announcement of the location of the Boeing 


project in the valley induced non-agricultural individuals to buy 5,100 


acres in the valley. In most cases land ownership changed hands 
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thicee times at ever-increasing prices: 


Land subdivision in Edmonton region 

Background It was considered proper for the purpose of this study 
to provide background information on the land subdivision process in 
the study area. The study reviewed for this purpose is that by Hass— 
bring (1969). Although this study was more associated with the urban 
fringe zone which was then smaller than the current urban periphery, 
the study gives a picture of rural land subdivision development in the 
study area. Hassbring identified a growing non-urban population in 
rural areas as an indicator of the degree of urbanisation. The re- 
searcn revealed that the ratio of farm to non-farm population was 
B50/1.0 ard 3.0/1.0 form Strathcona and Stony Plain respectively, 


According to Hassbring there are three factors which led to the urban- 


(1) The/fringe. zone was: considered as a healthier place 
in which to raise a family. 
(2) and prices’ were lower ini tne fringe zonesthan in. the city. 
(3) The improved transportation which would provide access— 
ibility to/edmonton: for peoplertiving! inerunal-urbam Treinge 
zone. 
Similar views were also expressed by L.M. Diema (1974). Although 
rural land subdivision was then taking place, the "phenomena in the 


rural urban interface country resident subdivision" as defined by 
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Moncrieff and Phillips (1972, p. 80), was not yet in the making. Hass- 
bring (1969, p. 99) observed the situation in Stony Plain as follows: 
The visual impact of urbanisation is much less in Stony 
Plain than in Strathcona East, even though these two 
sub areas have almost the same percentage distribution 
of rural and urban land use. 
However, Hassbring was more sensitive to Stony Plain area asa 
potential area for country residential use. 
Scattered all over the whole area are various types 
on residences sand tine*Genctral impression 1S that 
thissis a popular eEractin Whichato tocatera country— 
Nome for families of above average economic cir- 
cumstances. (p. 80) 
iwo-years later, the Situation visualised by Hassbring in her re— 
search was taking Shape in the eastern part of the study area. Tne 
Edmonton Regignal Planning Commission's report (1971) referred to 
the subdivision situation as follows: 
This County (Parkland] has experienced another major 
subdivision and development year particularly in the 
eastern part of this county which is closely linked to 
the Metropolitan area. (p. 7) 
In the same year, a study of the development of subdivisions in town- 
ship 51 range 26 west of the 4th meridian, was initiated. By 1972, 
the County of Parkland was leading other municipalities within the 
jurisdiction of the Edmonton Regional Planning Commission in the 
number of parcels processed for subdivision (Commission Report, 
1972, p. 7). The County of Parkland has maintained that position 


since then. The process of subdivision was also accompanied by 


rising land values. 
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The position paper on the Edmonton—-Calgary Corridor: Phys- 
ical and Economic Characteristics, indicated that country residential 
use is the main factor which affects land values in the urban peripher—- 
ies of the two metropolitan centres (Edmonton and Calgary) in Alberta. 
The position paper also asserted that soil capability rating and acces-— 
sibility to major centres has been the primary cause of land spec— 
ulation and inflation of agricultural real estate values in the area 
Surrounding the two metropolitan centres, 

The same view as above was indicated by R.J. Miller and 
G.R. White (1974, p. 31), that the desire to live on an acreage in 
areas near the city facilitates land speculation because "this influence 


exerts an upward pressure on the value of all real estate, particularly 


near large urban centres". 


Land Speculation 


Under this heading, attention is paid to the definition of a land 
Sspeculator, in order to identify a land speculator using existing in- 
formation and to identify areas of speculative activities. 

Definition In the context of the thesis, a land Speculator is defined 
as an individual or a company who owns a piece of land of more than 
8 hectares (20 acres), (8 hectares (20 acres) is the maximum area 


accepted for a single residential unit in Parkland County) and fulfills 


the following conditions: 
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1) The owner does not derive his principle income from the 
land; that is, the owner has income other than agriculture, and in 
addition, that particular owner was not registered at the county ass- 
essor's oi nicesasramkarmer. 

2) The land owner referred to in (1) above bought the land from 
a farmer or from another individual and sold it to a developer with-—-. 
out making any improvement on the land. 

In case of (2) above, it is possible that more than one land 
speculator can be involved on one piece of land. According to the 
prestated conditions, a person registered as a farmer at the county 
assessor's office or any company registered as agricultural is not 
considered as being a Speculator. This does not rule out Speculation 
among farmers’on rich agricultural land, who cannot, at present, 
expect to*’sell-their land for residential, purposes because of the plan- 
ning regulations. 

Tine bye. Ofsland Speculator considered. in tine thesis isthe one 
who buys the rural land with the intention of obtaining monetary gain 
by reselling it to another speculator or directly to adeveloper. Farm- 
ers can Sell their land to a developer, but there is no way of investi- 
gating oie attitude because they are simply selling their basic prop- 
erty which in the law is their principle source of income. (According 
to law, farmers are required to take an oath in the court of law to 


confirm that their prime source of income is agriculture.) 
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Method of identifying a speculator 

Identification of speculators required taking the following 
Steps, 

(1) Identification of names and occupation of owners of the 
subdivisions as they appeared on the county ownership-—map in 1969. 
That year is considered as a Starting point because most of the sub- 
divisions into residential lots took place in the early 1970's. 

(2) Identification of owners who submitted applications for 
division of land into residential lots, 

From (1) and (2) above the following conclusion can be derived: 

(1) If the name of the owner who submitted application for sub- 
division into residential lots differs from that indicated on the county 
ownership-—map (1969), and the owner of the subdivision in1969 was 
not identified at the county assessor's office as being a farmer, then 
the owner of the Subdivision in 1969 is considered as a land specu- 
lator. The same definition will be applied to any nonagricultural 
owner who bought the land after 1969 but did not Submit an application 
for subdivision, and instead sold the land to adeveloper. By this 
definition a farmer can be a developer and there are examples of 
such transactions in Parkland County. 

Identification of areas of Speculation 

The areas where land speculation nas taken place in the past, 

will be called speculative areas and will be identified on maps at the 


quarter section level (Figure 3.2, p. 86). 
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The Impact of High Land Values 

Another point which must be born in mind is concerned with 
the question of who benefits from high land values and speculation, 
and who is adversly affected. The beneficiaries include the following: 
Ci) The farmer who Sells unproductive land at a higher price than that 
indicated by the assessed value of the land (in Parkland County the 
top value of farmland per acre is 400 dollars), 
Cit) The speculator who succeeds in selling land at a higher value 
without investing in improvements. 
(ity Tihe County, which gains trom high land values because the ass— 
essed value on which the mill rate is applied to get tax on land is 
based on market value. Although there is a widely accepted view 
that scattered subdivisions make provision of services expensive, it 
is evident that the County offsets such costs by adjusting mill rates 
on land and improvements. 
(iv) It is also possible for the community at large to benefit. James 
Gillies (1965) indicated that speculators who own vast tracts of land 
are responsible for major successful and orderly developments in the 
United States. He gave an example of Canejo Valley, California as 
one of the "Finest developments" in the United States. 

Those who are adversely affected are: 
(i) Those responsible for planning development. They suffer because 
high land values and speculation cause leap-frog sprawl. Although 


J. Gilles (1965) supported land speculation, he did admit in the paper 
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that, 

Speculators holding large parcels have set up such 

high sales price that it is economically efficient for 

developers to move further out of the centre of the 

city and they cause some leap frogging in developments 
Leap=trogging is a type of urban sprawl. In this type of sprawl it is 
difficult for planners to organise layouts for services. Construction 
of sewage disposal facilities becomes a crucial problem since the 
capacity of the plant and the nature of the pipes used depend on ex- 
pected population to be served. 
Cit) High land values are a burden to lot buyers, hence it becomes 
impossible for them. to acquire tne sizeof lot they would like to own, 
(iii) People already resident in the area. Although taxation on land is 
low in Suburds compared to that of the inner city, taxation on residen- 
tial land is higher in areas of high land values in Suburbs since the 
assessed value is based on market value. 
(iv) As a specific rural area is put to urban use, the neighbouring 
rural land experiences increase in value. The rise in value of the 
agricultural land is a problem for farmers since it makes it difficult 


for them to acquire more land for the expansion of their farms. 


Methodology 
The methods used in the course of this research are discussed 


in two stages, to correspond with the two sections of the thesis, as 


outlined in the introductory section of this chapter, 
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Geographical factors and land values 

In the light of the findings of the previous research surveyed 
in the review of literature just presented, it was decided to invest-— 
igate tne relationship between the value of land chosen for residen- 
tial development in the study area on the one hand and selected geo- 
graphical variables on the other. As was stated in the introductory 
section above, the four variables in question are (1) the size of the 
loline buyer can acquire, (2) accessibiliby to Ecnaonton, (6) access— 
PDILL EY tO the main highways that cross the study area, (4) the suit- 
ability of the land for the uses to which it can be put as controlled by 
the Edmonton Regional Planning Commission. 

While the first three of this set of four variables can each be 
identified by the use of a single measure, the fourth cannot. The 
reason a single measure cannot be used to identify the degree-—ofr— 
Suitability—of—land is that this "variable" is, in fact, the product of 
a number of separate factors. By drawing on two sources of informa- 
tion it was possible to identify three factors which contribute to the 
suitability of land for residential use, One Source of information was 
the general body of research already examined, notably The Edmonton- 
Another source was the officials of the County of Parkland who pre- 
pare the assessments of value with respect to the properties of the 
County. The three factors were (1) variation in terrain as measured 


by the slope of terrain and the frequency of change of slope, (2) 
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proximity to open bodies of water, (3) quality of the soil. 

Once the variables which were to be investigated had been 
identified, a basic model of the relationship between land value, 
postulated to be the dependent variable, and the remaining or inde- 
pendent variables coul' be formulated. It eee the following form: 


L.V a E¢ Te 2 IPS SA ay x6 ) 
Cen GrOGla a6, t>) 


Wnere aw = Land value per hectare 
CaG = Country residential use 
acc.e = Anticipated country residential use 
xy = Average lot size . 
xo = Accessibility to main routes to Edmonton 
X3 = Accessibility to points of access to 
Edmonton 
x4 ~ Variation in terrain 
X5 = Proximity to water 
XG ES Soil types 


This can be re-stated more specifically in the form of a 
regression model, as follows: 


ay, = F4 x4 + foxo Py er eat + fex6 
(Cll Cita ac. i) 


where the symbols have the Same meanings as before, 
Ideally, the data obtained in the study area could be used as 
input for the model. In that case the particular form of the equation, 


whose constants would represent the six functions of the independent 
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variables, would be obtained as output. Before such a procedure can 
be put into effect however, certain requirements of the regression 
model with respect to the nature of the data must be Satistieds and it 
happens that not all of these requirements could be met in the case of 
three of the independen. variables. For this reason the analysis was 
divided into two stages. In the first, a regression model was used 

to express the relationship of the dependent to the independent var- 
iables in those cases where data with respect to the independents 
were available in parametric form (i.e. where the data could be meas-— 
ured on a ratio scale). In the second stage, where data were only 
available in non-parametric forms, less rigorous models were used, 
The models in question are those embodied Seeticaly in the chi- 
Square test and in the analysis of variance. 


The regression model The variables for which parametric data were 


et oes 


available were the size of the lot (x;), accessibility to main roads 
leading to Edmonton (xo), and accessibility to Edmonton (xa). 

For valid use the regression model requires that the variables 
be distributed normally and independently, and that they have equal 
Standard deviations (Blalock 1969) chapter 17).) With respect to 
normality, there Seemed no reason to believe that tne data depart 
seriously from this requirement. It was also assumed that the stand- 
ard deviations of the variables remained constant throughout the range 
of observations. 


Finally, it should be noted that the regression model assumes 
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that the data consists of a random sample drawn from a larger uni- 


verse. Infact, in the summer of 1975, when the data for this study 


were being compiled, there were ninety-nine subdivisions in the 


Study area which either had been or were in the process of being de- 


veloped for residential 


respect to all of then. 


purposes, and the data were collected with 


Following Blalock, these subdivisions are 


conceptualized as belonging to "a hypothetical infinite ‘universe of 


pecs OLlittes tel (1960.90. 72/0).. 


The regression 
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model used the following form: 


= at fx1 + foxo + f2xg 


» X14. XD, Xg are as indicated above (p. 23) 


= change in value per hectare per hectare 
added to a lot 


= change in average value per hectare per 
kilometre increase in the distance from 
the subdivision to the main highway lead- 
ing to Edmonton 


= change in average value per hectare per 
kilometre increase in the distance from 
the point of access to Edmonton along the 
main access route to the yunction wnere 
the local road teading to the subdivision 


begins 


= constant term or initial cost per hectare. 


Analysis of variance model The non-parametric variables could 


have been entered into the regression model as dummy variables, but 


this would not provide a clear illustration of the relationship between 
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each of the non-parametric variables, namely variation in terrain 
(x4), proximity to water (x5), and soil types (x6), and the dependent 
variable (average value per hectare). Furthermore, those who 
Support the use of dummy variables are also aware of the negative 
actetuidewmnel di by researchers on Enis point (Daniele, Suits 10508, 
ee Sa 

For the purpose of analysis the two variables x4 and X_ men- 
tioned above were analysed using analysis of variance. A subroutine 
One-Way Anova Was Used, The main elfects ine difference or mean, 
and the F ratio for each variable were established. In addition, the 
grand mean and deviations in each category were also established, 
has Beets the calculation of the mean values per hectare in each 


category which were used for further analysis. The method used to 


calculate the mean of each category is given by the expression below: 


Al =Gt+Di 
where Vi = mean value in ith category 
G = grand mean 
Di = deviation of the i category from the grand mean. 


The unbiased partial correlation ratio (eta) was also calculated to 
show the relationship between the value per hectare and each of the 
independent variables (xq and xg). Blalock gives the general form 
of eta (E) as follows: 
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where Vw stands for the estimate of the variance within the categories, 
and Vt for the estimates Of tae total Vargiance (Plalock | O7i spe 267). 
The Chi-square method The last variable to be tested was proximity 
to water (x5). Subdivisions in the sample were divided into two 
groups: (1) proximity to water properties, and (2) away from water 
properties. 

In addition to the statistical analysis, observation tours were 
also organised. The objective of the tours was to take a close look 
at the subdivisions and the conditions of roads connecting the sub-— 
Givisioms. to the malin access routes to; =dmonton. 

In some cases meetings and talks with farmers at auctions 
were conducted. ThiS was done because farmers appear to Know 
much about their surrounding area and also to compare the value of 
their farmland to that of the subdivisions. From the discussions, it 
appears that the farmers tend to base the value of their land on the 
value of the lots in a subdivision in their immediate vicinity. Farm- 
ers alSo appear to lose their knowledge about a subdivision once it 


is occupied by residents. 


Land Values at Successive Stages of Development 
The second part of the study deals mainly with the influence 
of subdivisions on land values. The empnasis in this part is directed 
to those areas subdivided for country residential purpose. In this 


case land values are considered under two groups, 
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(1) Subdivisions zoned for high density, i.e. where lots as 
small as three acres are permitted without restriction on the average 
size of the lots in the complete subdivision. These are called Type 
B subdivisions. 

(2) Subdivisions zoned for low density use. In these sub= 
divisions the average size of the lots must be at least fifteen acres 
though some individual lots may be less than fifteen acres in Size, 
These are called Type A Subdivisions. 

‘bine rote used in the second part consists of the following 
Steps 
(Hebmeidentiticationic, areas where farmland has changed to resi- 
dential or anticipated residential use. 

(ii) Establish the last value of the subdivision as assessed as farmlard. 
(iii) Establish the first assessed value of the parcels as assessed for 
subdivision, 

(iv) Use the assessed value and the assessment formula to convert 
assessed values in both cases into farmland and country residential 
values. 

(v) Find out the time of sales of the parcel, record the year and re- 
peat for all subsequent sales up to the time when lots are sold to in- 
dividuals for the purpose of constructing a residence. 

(vi) Find out the time a permission for subdivision was granted. 

(vii) If part of the original subdivision was sold to form asmalter 


subdivision, step (v) will be repeated for the resultant parts. 
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(viit) Find out whether the application for subdivision was lodged by 
the person who bought the parcel from the farmer or by another in- 
dividual. 

(ix) Establish the price paid for the subdivision at the time of each 
sale. The figures used are those on the records in the land titles 
office. This is actually the assurance fund value, but in ninety per- 
cent of the cases this is the sale price of the land. Convert the total 
DRICesto price per nectare. 

Cog Gorect me values indicated in paragraph (4) to the year the lots 
were Sold using the cost of living index as an indicator of the increase 
in the value of the land. 

Coe suptr act the Gost oF improvement irom tae, asking pricera ter 
subdivision. 

In normal situations where the land was bought by a developer, 
the difference between the value of total sales of the lots, and the 
asking price of the farmer plus the cost of the land improvements 
would indicate the profit obtained by a developer (though this will be 
reduced to an unknown degree by the costs the developer must bear 


in operating his business). 


The diagram below shows the various asking prices and gains 


accrued to main participants in rural land trade. 
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Developer ‘Total asking price of the developer 
Cost of improvements 
Converted country residential value 
Speculator Speculator's gain 
Farmer Asking price of the farmer 
Converted farmland value 
The difference between the asking price of the farmer and the 


converted assessed farmland value shows the profit cbtained by a 


farmer, 


A theoretical concept of some interest can be introduced here: 


it is the concept of value added by conversion. The difference be- 
tween total asking price of the developer minus tne cost of improve- 
ments and the projected converted farmland value, will show the 
value added by conversion, 

The value added by conversion is a function of the following: 

(1) Projected converted farmland value 

(2) Cost of improvements 

(3) Asking price of the developer 
The difference between asking price of the farmer ard the speculator 
indicates the profit obtained by the speculator. 
Ounce Of data 

The data used in this study were collected primarily from the 
Assessors Office in the County of Parkland during the summer of 


1975. The time was ideal for collecting data because an assessment 
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review took place in the previous year. This assessment review was 
the only one which had taken place since 1968. Land was assessed 
separately from improvements. The assessed value of the land was 
27.4 percent of the market value. In order to assemble the total 
assessed value of each Suddivision, the assessed value of every lot 
in a Subdivision was added together. This was done because land for 
country residential use is assessed on an indiviaual lot basis. A 


total of two thousand two hundred and fifty lots as indicated on the 


assessment cards were examined. Every card indicated the following: 


The assessed residential value of the land, the use to which te lot is 

B 
put, the structural improvements on the land, and lot owner's name. 
In this way it was easy to distinguish lots used for country residences 
From those used for multiple purposes and commercial activities in 
any given suddivision. 

The assessment book, on the other hand, indicated the year in 
which the subdivision was divided into lots, the area covered by 
water, and the final assessed farmland vaiue. In every case, soil 
category and terrain type were indicated on a quarter section basis. 

The wtormation and@data about terrarmcaveqories, Sor types, 
and proximity to water were checked using the following Sources of 
information: 

(i) Edmonton soii survey sheet (1969) and Wabamun Lake 


soil survey (1970) Published by Soil Research Council, 


Canada. 
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(ii) Aerial photographs 
The Edmonton soil Survey maps show the types of soil terrain for 
the entire study area. 

Assurance fund values were extracted from discs and computer 
sheets provided by the Ministry of Natural Resources (Alberta). 

Distances to the main access routes to Edmonton and distances 
to the points of access to Edmonton were measured using a Parkland 
County map (Scale 1": 1 mile). For every one of the ninety nine 
subd ivisions, the distance along the gravelled road and the distance 
to the point of access to Edmonton were established. In measuring 
the distance along the gravelled road, it was assumed that an ie 
ual would take the shortest route to the nearest main access route, 

In other words,/the shortest distance to the nearest main access 
route to Edmonton was considered as the distance for the specific 
Subdivision. 

The potential area of each soil and terrain class was calculated 
using Edmonton soil survey sheet and the dot grid method (scale 1 dot: 
2.6 hectares (6.4 acres) ). 

The information concerning land speculation was collected from 
two main sources: 

(1) The County of Parkland land ownership map. The map 

indicates the names of those people who ceveloped the 
subdivisions into residential lots. 


(2) The land title books show the names of peopie wino owned 
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land, the time they bought it, and the current owners 
of undeveloped lots in the subdivisions, Using these 
books made it possibie to trace how land ownership 
changed hands and the dates at which the transactions 
were made. 
Land Speculation could be identified by comparing (1) and (2) above 
because a speculator is held to operate from the time the land is 
bought from the farmer until it is sold to the developer, whose name 
appears on the Parkland County land ownership map as indicated 


Bact jravove. 
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CHAP TERA 


THe LOCATION AND LAND VALUES OF RURAL 

Re DENTAL SUBDIMISIONSTAS INE LUENCED 

Br Sele CTED CEOCKAPRICALT ACTORS 

In this chapter, the locational distribution of Land in the study 
area which has been subdivided for residential purposes is examined 
with a view to discovering whether, 

(1) land possessing certain geographical characteristics is 
more Frequently used for residential purposes than land possessing 
a different set of geographical characteristics; 

(2yivarlation im Specinledsgeogrepinicaly Caaracteristics resultin 
some residential subdivisions having greater values per unit of area 
tiem doromers , 

The geographical characteristics which are considered are 
those which were identified in the introduction, that is (1) accessibility 
to Edmonton, (2) accessibility to the main highways which provide ac— 
cess to Edmonton, and (8) the suitability of the land for the uses which 
have been identified by the Edmonton Regional Planning Commission 
as being permitted within the study area. The characteristics which 


determine the suitability of the land are those of the form of the ter- 


rain, its edaphic qualities, and the presence or absence of open 
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water within the boundaries of a subdivision. 

The chapter is divided into five sections. First, the policies 
of the Edmonton Regional Planning Commission with respect to the 
subdivision of land for residential purposes are discussed. Secord, 
the characteristics which determine the Suitability of the land for res- 
idential subdivision, including the factors of accessibility, are exam— 
ined in detail. In the third section the relationship between the geo- 
graphical characteristics of the land the the frequency of its use for 
residential subdivision are examined. The fourth section is devoted 
to an examination of the relationship between the geographical vari- 
ables and the value of rural subdivisions per unit area. The fifth 


section contains a summary of the findings of the chapter. 


Background to the Study Area 
With the exception of townships in Range 2 West of the 5th mer-— 

idian, the study area is part of the Edmonton periphery (Miller and 
Pattison 1973, p. 30). For the past four years, the County of Park-— 
land, in which the study area is situated, has been leading other 
municipalities within the jurisdiction of the Edmonton Regional Plan- 
ning Commission in the number of parcels processed for subdivision 
into residential lots. Asi farm back"as'1'972), the’ Planning*Gommissiton 
indicated as follows; 

In 1972, the County emerged as the municipality having 


the greatest number of parcels processed from among 
all municipalities within the commission. The majority 
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36 
of these lots were those ranging from 8 to 20 acres in 
Size (23rd Annual report 1972, p. 7) 
Among the advantages which do make the County of Parkland 
Suitable for country residential development is the character of the 
termeta( elmer et al. s1Ore, p. Ii)). 
Table 2.1 provides an overall view of the peer residential 
development in the study area 


TASER. 1, ANOVERVIEW MATRIC OF EAND USE DEVELOPVENT 
INES: StU DNe ARE A 


Total area subdivided Number of Average size 
in Subdivisions of Subdivisions 
Hectares in 
(Acres) Hectares 
(Acres) 
4600.6 | 99 46.4 
(11368) (114.3) 


Table 2.1 indicates that the average size of the subdivision is less 
than the standard quarter section (64.7 hectares (160 acres) ks RRS 
is so because of the following reasons, 

(1.), Land used for multizpurposes Was not included in the, calcul— 
ation because such land is assessed differently. 

(2) Developers still own lots which they cannot sell due to their 
physical nature. Such lots are assessed as agricultural land until 
they are sold to a user. 


(8) It was also observed that there are lots in Subdivisions which 
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are Still in agricultural use. They are shown on assessment cards 
after the owner has indicated in a court of law that the principle 
source of income is provided by that piece of land. Such land was 
excluded from country residential acreage. 

Table 2.2 shows the mean and standard deviations of both the 
dependent variables, value per hectare (\’) and the independent vari- 
ables. The first four variables indicated in table 2.2 are used in the 
regression model. It will be noticed that all the standard deviations 
are large relative to the means, particularly so in the case of the de- © 
pandent variable (value per hectare). This implies that the assumption 
of normality has been violated. In consequence, the findings derived 
From the model must be treated with caution. 


TABLE 2.2 MAIN CHARACTERISTICS OF PARAMETRIC 


VARIABLES 

Variable list mean standard number of 
deviation cases 

Value per hectare (Y) 1301 1335.0 99 
in dollars 
Lot size (X1) aS 253 99 
hectares (acres) (.6 71) (5.6) 
Distance to the main 4.8 ope 99 
road to Edmonton (X2) (37.0). (2) 
kilometres (miles) 
Distance to ete i 99 
Edmonton (X3) (isis) (7.4) 
Number of lots 
per Subdivision 23 14 99 
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The Policies of Edmonton Regional 
Planning Commission 


The planning policy in the study area is administered by the 
Provincial Planning Board through the Edmonton Regional Planning 
Commission. For the purpose of guiding development and policy ad- 
ministration, country residential development is grouped into two 
categories. Category A includes those lots in a subdivision wnose 
Size is between 3 and 8 hectares (7 and 20 acres). Category B is 
composed of lot sizes between 1.2 and 2 nectares ( 38 to6 acres). The 
Regional Planning Commission controls development oF each category 
and preserves agricultural land through "Rural Land Use Policy". 
Section 4a.2 which deals with subdivisions in category A is as follows: 

Land having prime agricultural capability rating 
should not be taken for country residential A use 
unless it is Shown to the satisfaction of the Com- 
mission that the parcel concerned is not a viable unit 
ele clelel(eUll Siac VON sew Tels (Sh) 
Section 4b.1 of the Rural Land Use Policy indicates land on which 
category B use can be accepted as follows: 
Land with the poorer capability ratings for agriculture 
cexcluding Classs'Ol) Sshellsbevorerer red to tmnose.ofF 
better capability and, in no case shall land of capability 
better than 'class 3 with admixture of class 4 or 
pooper! be takegi(1:97o500.850). 
The Commission uses the word capability in the sense it was used in 
the Canada Land Inventory, capability for agricultural ratings. Ac- 


cording to the Rural Land Use Policy, land with an agricultural cap- 


ability rating of classes 1, 2, or 3 cannot be used Tor country 
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residence B, The Commission also indicates in the policy what type 
of land should be subdivided for country residential use. 


Land with partial or full cover of standing trees is 
preferable to completely cleared land. (1975, p.30) 


owever the Commission undertook this resolution in consultation with 
country residential owners. 
wey. . and many country residence owners have 
indicated a strong preference to timbered land, which 
adds a feeling of rural environment." (1975, p. 29) 
Under section 4c of the Policy, the Commission requires that country 
residences be so located that they are: 
(a) at least a distance ors. 2 kilometres (aumiles) from 
the city boundary 
(b) at least 0.86 kilometres (O;oamiles) fromwuetne highway . 
iafconcLuston, there are iWworlhimgs.to.berrergembereds § mirse, 
the Planning Commission under subdivisions regulation act can reject 
or accept the subdivision of land into residential lots. Second, though 
the rural land use policy became a public document in 1975, this does 


not rule out its being followed when it was in a confidential form and 


this may have affected land values in the study area. 


The Characteristics of Accessibility, Soil, 
and errata 


Accessibility 
Accessibility to Edmonton is of vital importance because the 
previous study on country residential use in Parkland County indicated 


that the majority of those who own country residences work in the city 
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FIGURE 2.1 


LOCATION OF THE STUDY AREA 


we Main access to Edmonton 


itil 
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® Points of access to Edmonton 


Study Area 


60 Minutes Isochrone to City Cantra ?” 


el he 


of Edmonton. 

The operational definition of accessibility for the purpose of 
this study is as follows: It is the ability of the individuals to move 
from their residences located on subdivisions to (1) the main urban 
routes (Figure 2.1), and (2) by way of those routes to the city boundary, 
taking into account both the time and physical distances. 

There are two urban access routes in the study area, (1) High- 
way 16 West between the city boundary and range 2 west of the 5th 
meridian, (2) The section of Highway 60 between the southern county 
boundary and the intersection with the western extension of 79th Ave- 
nue, plus the western extension of 79th Avenue from the city boundary 
to Highway 60 (Figure 2.1). 

Pei. Diemer(1074) also considered ita mis study taeiwestern 
gravelled extension of 118th Avenue as an urban access route, This 
route was not considered in this study for two reasons: (1) This route 
and Highway 16 West are only 2 miles apart. In most cases an individ- 
ual would prefer to travel to the highway and save time rather than 
travel on the gravelled road. (2) There are few Subdivisions in the 
area where that avenue passes. It appears that particular road serves 
farms rather than country residences. 

Accessibility to Edmonton is considered as being possible at 
two points: (1) the intersection of Highway 16 West and the city bound- 
ary, and (2) the intersection of the westward continuation of 79th Ave- 


nue and the city boundary. These two intersections represent the 
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points of access, It might have been thought appropriate to consider the 


central business district as the point of access, but it seemed probable 


that many, perhaps a majority of the residents of the study area, 


would work at sites located between the city centre and the city's 


western boundary. 


Quality of the soil There are two main reasons for considering soil 


types and quality. 


a) 


b) 


If the soil has a low permeability capacity, 1.e. less than two 
inches of water per hour, and that soil is located on a low lying 
Om ilatrarea, the area composed of Sucihiia type of Soll is liable 
to spring flooding and may be swampy. Liability to flooding 
and swamps increases the cost of constructing a residence. 
Constructing a residence on Such areas iS expensive because. 
capital investment is required either to drain the swamps or to 
provide trenches to ease'the problems of spring floods. The 
wide occurrence of organic soils and seascnal flooding in the 
study area, leads to a large number of unbuildable lots in var- 
ious subdivistons (Zelmer et al., 1973, p. 11). 

If the soil is water-logged, the construction and maintenance of 
the basement becomes difficult. The difficulty is mainly due to 
water in the subsoil finding its way into the basement through 
the cracks in Sinking walls. The basement is important because, 
in the life style of a country residence, most of the people who 


own residences make frequent use of rooms in the basement, for 
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example for recreation, as well as for other activities, 

The soil types in the study area can be classified into five cat 
egories. 

(1) Chernozemic soils 

(2) Solonetizic soils 

(3)eiRodzolic soils 

(4) Gleysolic soils 

(S) Beene soils 
For the purpose of this study, the soil series in each soil category 
was asSSigned an index for identification. Table 2.3 shows the soil 
type, indexes, and the soil series in each category that has exper= 


ienced residential use, 


pS bees) tHe AINBEXE S OFF SOM Series eASEDION 
AGRICULTURAE PRODUCTIVE ABILITY 


SS SOs -eanenreonnnnenenennee een mone 


Soil types Index Soil series 
Chernozemic 02 Eluviated black 
03 Orthic dark grey 
Solonetzic O06 Solonetzic black 
Podzolic O7 Orthic gray lovisol 
08 Dark grey lovisol 
Gleysolic 10 Gleysolic soils 


Organic 11 Sedge and moss peat 
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The soil Series identified in Table 2.3 have the following char- 

acteriSticsezin- common. 
(1) They were formed as a result of the pleistocene laurentide ice 
sheet which covered the entire study area during that era, 
(2) Glacial deposits have been subjected to post glacial sorting. Bow- 
ser and Kjearsgaard(1 962) indicated that the presence of local areas 
of lacustrine, alluvial, and aeolian depcsits is due to this post glacial 
sorting. 

Some of the material in these areas is relatively local 

in origin, material that has been washed or otherwise 

carried aowrmiron ujeradjacent tills (o.. 47) 
Characteristics of Soil Series 
eae ae soil There are two soil series in the chernozemic 
category which have been used for country residential development. 
eats: black (O02) sis-Dasically nichrin phivalue Coreater than 6) 
for the top layers except that the productivity rate has been reduced 
by over-farming. The soil has a medium to high water storage cap- 
acity and moderate permeability. It is well drained with good to ex- 
cellent productive ability. Orthic dark grey (03) is rich in plant food 
stuffs, and well-drained. Water storage ranges from medium to high, 
and has a good to very good productive ability. 
Black solonetzic soil (0G) , has water storage capacity between med- 


ium and high, very low permeability for top soils and subsoil, poor 


to fair productive ability. 
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Podzolic soil This soil is composed of two following series. First, 
the Orthic gray lovisol (07). According to Bowser and Kjearsgaard 
(1962) this type of soil Series is mainly characterised by a leaf mat 
highly rich in ph value but underlaid by hard structured subsoil . 

The water storage capacity is medium to low, and both top soils and 
subsoils are well drained. It has an excellent natural drainage and 
very poor productive ability. Second, the Dark grey lovisol (08), 
which has the Same characteristics as (07) with exception of the fol- 
lowing: (1) it has an additional layer of soil below the leafmat; (2) the 
water storage capacity is lower, and the permeability is higher than 
that of (07). 

Gleysolic sous (0) Thersoitis basicallyavery lowiin mineral content 
for Supporting plants. It has a medium to high water storage capacity, 
moor permeability both for top and subsoils. The natural drainage is 
poor and productive ability is low. 

Organic soil (11) Soils in this category include sedge and moss peats. 
The permeability of subsoils is high but the natural drainage is poor. 
The poor natural dratnage for the subsoils is mainly due to sticky peat 
which reduces the permeability of water to lower layers of the soils. 


The productivity of organic soils is poor. 


Distribution of the Soil Types 
From Figure 2.2 a generalised discription of soil distribution 


can be given as follows: 
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FIGURE 2.2 


~ -|DISTRIBUTION OF SOIL TYPES IN THE STUDY 
ne AREA PARKLAND CO. ALTA. 


Edmonton 


Stony Plain Indian 


Reserve 
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£2 Orthic grey lovisol —~ Other soils 


Chernozemic soil is found in the following areas: 
(1). The eastern part of Townships 51 and 52 Range 1 west of the 5th 
meridian. 
(2) In Township 52 Range 25, 26, and 27 west of the 4th meridian. 
(3) In isolated form in Township 51 Range 27 west of the 4th meridian. 
(4) In Township 53 Range 26 and 27 west of the 4th meridian. 
Podzolic soil is mainly found in the following locations: 
(1) South eastern part of the study area. 
(2) South. east of ake Yekaw. 
(8) The area between the city boundary and the village of Winterburn. 
(4) In Townships 51,52, 53, and 54 Range 2 west of the 5th meridian. 
Solonitzic soil is found in isolated form in Township 51 Range 1 
west of the 5tn meridian. 
Gleysolic soil is scantily distributed in the following locations: 
(1) Township 51 Range 1 west of the Sth meridian. 
(2) Southwest section 12 and 13 in Township 52 Range 27 west of the 
4th meridian. 
Organic soil is mainly found in Township 51 Range 26 and 27 
west of the 4th meridian. It alSo occurs in isolated patches in areas 
west of Big Lake. 


Terrain 


The main characteristics of the terrain were established using 
specific indicators based on slope percentages and soil type. Table 


2.4 below indicates terrain ratings used in this study, 
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TABLE 2.4 TERRAIN RATING BASED ON SLOPE 


PERGENTACES 

Type of Index Slope Rolls per 

terrain percentage half a mile 
REat to 
depressional O1 O O 
Gently sloping 02 Oetos} 2 or less 
Undulating 03 1 to. 2 or less 
Gently rolling OS 3 to 8 3 or more 
Rolling OS oS tOmho SEOrmimnore 
Strongly rolling 08 OVERES ow Or more 
Hilly | og over 15 numerous 


Source: Alberta Municipal Assessment Manuals. 


There are three points to observe in terrain rating. 

(1) Terrain identification is mainly decided by examining the slope 
percentages, and the number of rolls per half a mile. 

(2) In case where the criterion for the slope percentage is fulfilled 
but the number of rolls per % a mile is less than 8, an intervening 
category IS inserted, “lnere are Iwo intenveming categories, 
undulating to gently rolling (04), and rolling to strongly rolling 
(O07) % 

(3) The terrain rating is based on a quarter section rather thana 


specific site rating. 
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DISTRIBUTION OF TERRAIN TYPES IN THE 
STUDY AREA, PARKLAND CO. ALTA. 
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FIGURE 2.3 
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Distribution of types of terrain 


According to Figure 2.3 terrain in the study area can be class-— 


ified into four broad categories. 

(1) Undulating to Depressional (categories 01 to 03). This type of 
terrain iS mainly found in the central part of the study area, in the 
area between the city boundary and Range 25 in Townships 51 and 
De West of the 4th meridian. It is also found 1 “Township 51 Range 
1 west of the 5th meridian, and Township 51 Range 27 west of the 
4th meridian. 

(2) Gently rolling (categories 04-and 05), mainly found in Township 
Sipimange 20% 2/7 Wester tine 4tn meridian, aindewiisolaced: form tn 
the central part, and in northeastern part of the study area. 

(3) Rolling (categories O6 to 08) found in Townships 51, 52, and 53 
Range 2 west of the sth meridian, the western part of Township 52 
Range 1 west of the Sthymeridian, and in the northeastern Section of 


the study area. 


THE RELATIONSHIP BETWEEN GEOGRAPHICAL 


HARACTERISTICS AND AND FREQUENCY OF 
USE FOR RESIDENTIAL SUBDIVISION 


Table 2.5 below is intended to assess and analyse the potential 
of the study area to accomodate future residential development. The 


analysis is mainly based on soil series in each soil category. 
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VAS EE 2.55 AHE POTENTIAL CAND MATRIX OF THE 
STUDY AREA BASED ON 
SOU Se mins 


ee ee 
———————[—[—$—[—=—=_[_][]—[—[—[——[[{={]_;_;;————; x 


Soil indexes Area available Area uSed Percentage 
in hectares in hectares used 
(acres) Caeres) 

02 4239.1 Veh 3 
(10598 33) (313.6) 

O03 40933 63259 2 
(101145) C1353.) 

O6 145 13 9 
(358.1) (3231) 

O7 18564,.2 21983 te 
(45872) (5418.9) 

O08 2361073 Bio.7 4 
(56902) (2168.8) 

10 755.9 49.3 7 
(1867-9) Gi2ilenc) 

11 12297 .4 109.4 6 
(3038.9) (270.3) 

Total HOO SS547 4600.6 5 

(248571 .9) (119368) 


See Table 2.3 for identification of codes. 


According to table’2.5, there is a wide povential for accomodation oF 


future country residential development in the study area. 


EVemiuae 


most used soil (07) has nad development take place in only 12 percent 


of its area. The overall percentage used is very small compared to 


large potential of the study area. 
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Table 2.6 indicates the matrix of land use for country residences 


based on grouped” terrain categories. 


TABLE 2.6 POTENTIAL LAND MATRIX BASED ON 
MAJOR TERRAIN CATEGORIES 


es SSS 


Categories Area available Area used Potential Percent-— 
of in in rea in age 
topography hectares. (acres) hectares hectares used 
(acres) acres) 
Ota Os 49,451.3 1622 47829.3 3 
(1221 44.7) (4007.9) Ci Si Gera) 
04 to O05 21045.5 LOSS .6 19975.9 3) 
(92003 -3) (2641.9) (49340.4) 
O06 to 08 26849.8 1592.4 Se Oe 6 
(66345. 8) (3934.8 (GO230R2) 
Og fe joe2.9 599.1 20 
CL 65e,2) (37 fo) (1480.3) 
Total 98098. 2 4437 93061 3 5 
(242402,3) (10963.8) (2314338 .4) 


With the exception of terrain category (09) of which 20 percent of the 
available topography has been used, tie categories in table 2.6 indicate 
very low percentages of each category used. In calculating the potential 
area based on grouped terrain types, the area covered by water was 
excluded, this led to differences in total area available as indicated 


intables 2.5 and 2.6. 


ee ee eee 
* Categories were grouped into the classes used on the Edmonton 


Soil Survey Sheet. 
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The overall percentage is relatively low compared to the area avail- 
able in tne study area for future country residential development. As 
in table 2.5 the low percentage used indicates a large potential for 


future country residential expansion in the area. 


ine ReeATIONSHIP BaiWweentCGeOGRAraICA 
CHARACTERISTICS AND THE VALUE OF LAND 
IN RESIDENTIAL SUBDIVISIONS 
The regression model 
The hypothetical approach, as indicated in Chapter 1, specifies 
that the value of the land in the study area can be expressed as a 
function between the average value per hectare and the geographical 


factors in the following way. 


, = fC x1, X05 Xg, X4, X55 XQ) 
(SIP TOnZay CFF) 


Where L.V = Value per nectare in those areas used or 
Cee eOrra. Ce Ic) anticipated to be used for country res-— 
idences, measured in dollars. 
xy = Average size of the lot, measured in 
Nnectares 
Xo = Accessibility to the main routes providing 


access to Edmonton, measured in 
KIVOrnetres; 


Xg = Accessibility to Edmonton, measured in 
Kilometres 

x4 = Variation in terrain. 

X5 = Proximity to water 

XG = Soil types. 


The model developed for forecasting average value per hectare is 


indicated in the following form: 
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The presence of the plus or minus sign indicates that in the general 
medel the variables can vary either directly or inversely with the 
value per hectare, The general model can be made more specific 
througn the following analysis, which reveals the expected direction 
erthesceleationship:. 

The average size per lot is expected to be inversely related to 
the value per hectare because per unit increases in the size of tne lot 
provide the owner witn diminishing returns in the form of satisfaction. 
This relationship is expected to be indicated in tne regression model 
by a negative sign for the coefficient of the variable x,. 

The expected sign for the coefficient of the variable X5 is based 
on the assumption that individuals would compete for location near the 
main access routes to Edmonton. This is so because of two main 
reasons: (1) location near the main urban access routes would reduce 
the time cost and the travelling costs, and (2) the individuals are ex- 
pected to minimise inconveniences due to obstacles like drifting snow 
by locating near the main access routes to Edmonton. The result of 
that would be the reduction in value per hectare as the distance from 
the main road increases. This relationship is expected to be indicated 
in the regression model by a negative sign of the coefficient of the 
variable Xo. 


The expectation for the sign of the coefficient of the variable x. 
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is based on the goegraphical concept that land values decrease with 
the distance from the city centre in accordance with the normal dis- 
tance decay function. The average values per hectare of the residen- 
tial subdivisions located near the city boundary were hypothesised to 
be Nigher than those of subdivisions located away from the city bound- 
ary. Such a relationship is expected to be indicated in the regression 
medel by a negative sign of the coefficient of that variable. 

The scattergrams prepared in the initial stages revealed two 
important characteristics: 
(1) The relationship between the average value per nectare and the 
average lot size appeared to be basically linear, though it also seemed 
that there was a tendency for value per unit area to increase expon—- 
entially in the case of lots of less than one hectare. To establish 
whether this tendency was significant would have required a larger 
data base, 


(2) The two distance variables showed a linear relationship with tne 


average value per hectare. It was however relatively weak. (table 2.7) 


The absence of any Simple correlation coefficients in the rank 
of 0.2 and above between any of the three independent variables isa 
firm basis for concluding that the variables used in the analysis are 
independent of one another. Jae —- on Kim (1975) indicated that pro- 
blems of multi-colinearity occur when at least one pair of the coef- 


icients in the correlation matrix is in the rank of 0.8 and above. 
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TABER 2.7 THE CORRELATION MATRIX OF THE VARIABLY 
USEDAN THE eeCRes SiON MODEL 


rr rn 


Land value Average Accessibility ACCeS:s ii, 
per acre lot size to the main to 
eN/ road to, E2dmon. Edmont.: 


COe PIOM ASCE) 


ai YE 1 =O 36 ORG SOUS Ui y 
Cen OF 
aa Ci. Ie) 
x4 1 OES Opes, 
Xo 1 0.04 


In order to confirm the independence of the variables, partie 
Correlation cocificients were established. lable 2.8 (p. 57 ) snows 
the partial correlation coefficients. 


Interpretation 


The Specific form of the regression relationship resulting Tt 


the use of the study-area data is as follows 

bgNee = NAS Oe Oo roo Xp LOX 

The sign for the coefficient of x, agreed with tne expectatio - 
that land value per hectare decreases as the lot size increases. 
is shown by the negative sign of the coefficient in the regression «© 


The sign for coefficient of the variable x, is not what we 
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TABLE 2.8 THE MATRIX OF PARTIAL CORRELATION 
COBPMCIENrS 


ee SSS a] 
A 


Variables Partial Degrees of Levels of 
entered coefficients freedom Significance 
Onde s 3 -0,.34 O5 0.001 
BOser14 18 0.09 95 O70) 
Powsdipe 0.08 95 On O 
Bine28 OFLO 95 OF10 
Diese =O OD 25 O20 

Po 3.4 0.03 85 0.30 


The index 0 represents the dependent variable ee ee 
expected. The sign indicates an increase in the cost of land with res-— 
pect to an increase in the distance from the main access routes lead- 
ing toEdmonton. 

The sign for the coefficient xs is not what istexpected’, ~The 
positive sign Shows an increase in the value of land with respect to 
increase in distance from the points of access to Edmonton. 

The behaviour of the distance variables, accessibility to the 
main access leading to Edmonton (x9), and accessibility to Edmonton 
(xg) is contrary to the prevailing view that the distance variables are 
inversely related to the value per unit of land. However it should be 


noted that this type of behaviour by the distance variables is becoming 
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increasingly common in geographical research. Duan S. Knos C962) 
indicated that land values in Topeka varied inversely with the recipro- 
cal of the distance (1) from the city centre, and (2) from the main 
access routes to the city. Garner and Yates (1971) found that the dis- 
tance variables (accessibility) were no longer the main factors in de- 
ciding land values in Chicago as they had been in 1910. They also 
observed the phenomenon of rising land values in the urban peripheries. 
Perhaps this can be considered as a modification in the geographical 
concept of distance decay function. 

There are three points which can be made, and which between 
them may explain the behaviour of the distance variables. First, 
there is the desire among individuals to preserve property value by 
locating away from the main access routes. Second, there is the 
County's rural land use policy which requires location of country 
residences at least half a mile from the highway, and at least two 
miles from the city boundary. If much of the land for which permis- 
sion to subdivide can be obtained is far from the highway, and the city, 
then areas permitted for this type of use may experience high land 
values even if they are relatively less accessible. Last, Zelmer et 
al., (1974) indicated the desire among country residents to live ina 
NYrural’ environment with as much wild life as possible. This is likely 
to motivate location away from the main routes te Edmonton and away 
from Edmonton. The locational implications outlined above can lead 


to an increase in the land values of distant land. These three points 
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may be sufficient to reverse the postulation that land values vary in- 
versely with the distance variables. 

The model indicates that, if the three geographical. factors are 
disregarded in determining land value, then the average value per 
hectare will be 1460 dollars. This value in dollars is equivalent to 
the constant term 'a!' indicated in the general form of the regression 
model, 

The value per hectare of the lots decreases by 202 dollars for 
every hectare that is added to the lot. 

The average value per nectare of the residential land increases 
by 39 dollars for any increases in the distance of one kilometre from 
the main access routes to Edmonton. 

Using the analogy applied above, the average value per nectairre 
will increase by 8 dollars per increase of one kilometre from the 
point of access to Edmonton, 

From the explanations above, it is deduced that the size of the 
lots is the main factor in determining country residential value. This 
conclusion is alSo Supported by the observation that, as table 2.7 
shows, size of the lot is the only one of the three independents which 
shows any significant degree of relationship with the dependent. The 
finding also agrees with the view found by Diemer (1974), that most 
of the people move to the country in order to acquire cheap but large 


space, 
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Analysis of Variance Model 

The two geographical variables which were analysed using the 
analysis of variance model were, (1) variation in terrain, and (2) 
soil type. 

In the case of each of these two variables a weak relationship 
with the average value per hectare was expected. This is so because 
it is hypothesised that among soil categories and terrain classes some 
are preferable to others and this would lead to higher values per hec-— 
tare in subdivisions located on desirable terrain classes and soil 
types tian in Subdivisions located on less desirable’ ones. The unbi= 
ased correlation ratio (eta) is expected to be nearer to O than toil. 
This is so because of the high level expected of the within estimates 
of variance, which are likely to influence the size of the unbiased 
SoRrelationsratio.(eta), 

Table 2.9 shows the main statistics used in case of variable Xp 
(variation in terrain). 


TABtLE2:o RESULTS OFANALY SIS OF VARIANCE BETWEEN 
VALUE PER HECTARE AND VARIATION IN 


TERRAIN 
Variable Degrees = Level Eta Eta 
of ratio of 
freedom significance 
92,6 0.64 OAS ea 0,04 
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According to table 2,9, the relationship between the variation in 
terrain and the average value per hectare is as it was hypothesised, 
Variation in terrain accounts for four percent of the estimates of the 
total variance, The remaining ninety six percent is attributable to 


' 
variation within the terrain categories in themselves, 


GABE 2710 RESULTS OF ANAEY SIS OFBAPIANCE BaTWEEN 
V NEVES PeR IIe Cl ARE eNDy SOL airy ia 


A A A A A NN a 


Variable Degrees =e Level Eta Etae 
oF raLlO of 
freedom Significance 
os 92,6 2.02 O07 . 34 Ai li 


Table 2.10 shows soil class. This variable accounts for eleven per— 
cent of the total estimates of the variance. Tne remaining eighty 
nine percent is explained by variation within the soil classes. 
Value 

The concept of value as it was used here is relative in that it is 
intended to investigate among various terrain and soil class which 
ones had relatively higher value per nectare compared to the rest. 
The objective is to find out how the various terrain and soil class af— 
fect land values if the accessibility and proximity to water variables 
are disregarded. 


Table 2.11 shows the variation in value per hectare based on 


soil class, 
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TASBEET2 HI VARIATION IN MEAN VALUE PER HECTARE 
SPAS Dron Sol CASS 


Index Grand Cost per Difference Percent— 
oF mean hectare between class age 

SOL class dollars dollars and grand deviation 

mean 

102 2656 +1913 F132 

03 oS = Mel = 8) 

OS 959 - 184 i NE 

1143 

O7, Sy 2 - 231 ==: 210) 

08 ioee + 479 + 41 

10 | 754 ~ 389 = ehh 

i 935 = 208 => jhke: 


see table 2.3 for identification of indexes. 


According to table 2.11, the most expensive subdivisions are 
located on eluviated black and on dark grey lovisol. The cheapest 
land was found in areas of orthic gray lovisol and of gleysolic soil. 

It was alSo observed in the analysis that soils with relatively 
higher fertility were more expensive if considered in terms of value 
per hectare than poor ones. The chernozemic soil had an over— 
all value $202 above the grand mean. Subdivisions located on ped- 
solic soil had an overall value $28 below the grand mean. 

Table 2.12 shows the grouped percentages of tne soil type which 


are widely used for country residences in the study area. 
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TABLE 2.12 THE GROUPED PERCENTAGES OF MAJOR SOIL 
CLASS USED FOR COUNTRY RESIDENCES 


Soil Class Index of Grouped percentage 
soil series above the grand mean 
Chernozemic 02 18 
O03 
FOdZolic O07 —2.4 
08 


see table 2.3 for identification of indexes 


Variation in terrain 

Analysis based on variation in terrain is intended to show how 
various terrain categories affect land values of Subdivisions located 
on them. 


TABLE 2.13 VARIATION IN MEAN VALUE PER HECTARE 
BASED ON TERRAIN CATEGORY 


Weise) Wal Grand mean) Cost per Difference be— ‘Percentage 
index dollars hectare tween category deviation 
dollars and 


grand mean 


01 848 -245 eal 
02 843 -300 —26 
03 1143 1558 415 +36 
04 1069 = /4 eh 
O5 855 tists) = ids) 
OG 1349 206 awlte) 
O7 1349 206 +LS 
O09 15 it, 384 +34 


see table 2.4 for identification of indexes. 
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Table 2.13 indicates that subdivisions located on terrain with 
Small slope percentages were cheaper in value per hectare than those 
located on terrain with higher slope percentages. Subdivisions loc- 
ated on terrain categories O06 to 09 have value per hectare ranging 
from 18 to 34 percent above the mean value per hectare. With the 
exception of category 03, the subdivisions located on the other terrain 
categories have an average value per nectare below the grand mean. 
The explanation for this low value is that most of the terrain categor- 
ies between 01 to 05 inclusive are found on low lying areas and organic 
soil. Such areas may be covered with semipermanent water bodies 
or liable to hazards of flooding. This usually affects the price at | 
which the developer can sell the land. The findings of this research 
ISetiiatrinie avepeage value perm hectare for tose subdivisions located son 
oe terrain categories O01 to 05, is lower than that of subdivisions witn 
higher slope percentages. 
Chi-square Model 

The last variable to be analysed was proximity to water, as defined 
on pages 35-36. The chi-square test, and Goodman and Kruskal's tau 
method were used in the analysis. 
Chi-square The chi-square test is used to establish and to test the 
significance of the variation in frequencies between proximity to water 
properties and away from water properties using the mean value per 
hectare as a criterion for separating the residential properties into 


two categories with respect to value. The chi-square is expected to 
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have a large value Since the differences in the value per hectare be- 
tween the proximity to water properties and away from water prop- 
erties was hypothesised to be large (Blalock 1971, p. 213). The level 
of Significance also is expected to be high because the difference of 
the products of the diagonals in the frequency matrix is 350, this 
would ensure high level of Significance of "eAl-Ssquare (Blalock 1971), 
Sees var 
Goodman and Kruskal tau The measure tau devised by Goodman and 
Kruskal is used as "a measure of proportional reduction in errors" 
based on the use of proximity to water in predicting country residential 
volniesper hectare. This is in fact a measure or tie relationsnip be— 
tween the frequencies of the subdivisions based on the adove mentioned 
criterion and the average value per hectare. A strong relaticnsnip 
between the average value per hectare and proximity to water variable 
is expected, since it was hypothesised that location near water in- 
fluences country residential value per nectare. 

Table 2.14 (p. 66) shows the results of the chi-square measure. 
The chi-square measure and the level of significance indicate prox- 
imity to water as an influential factor on country residential value per 
hectare. The value of chi-square is as big as it was expected, and 
level of significance is as high as predicted. It is also indicated in 
table 2.14 that only nineteen out of fifty four subdivisions located near 
water were above the mean value per hectare, yet the overall effect 


of proximity to water is remarkabie. The explanation for such 
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TABEE 2.14 - THE MATRIX OF FREQUENCIES FOR BOTH PROX- 
IMITY TO WATER SUBDIVISIONS AND AWAY 
FROM WATER SUBDIVISIONS, AND 
CHI-SQUARE 


Location Subdivisions Subdivisions Number 567 Level 
above average below average of of 
value per Valuesper cases Signit= 
nectare hectare icance 


On EE 


Proximity 
to 4) 35 54 
water 


(ieee On OOF 
Away from 


water 9 36 ; A5 
Number 
of cases 28 vA 99 


rn rc 


influence is due to the quality of the environment itself. If a subdi- 
vision is located near a large lake, it Can command higher land value 
per hectare than that located near a creek or a small marshy lake, 
The explanation outlined above can be extended to away from water 
subdivisions. 

(able2.15 (©. 67 uindicates tie resultsion the Goodiman and 
Kruskal's tau method. The relationship is not as strong as it was 
expected, though a significant reduction in the error is indicated. Tau 
indicates that the error a geographer can make in forecasting country 
residential value per hectare can be reduced by 38.5 percent, if that 


forecasting is based on the Knowledge of the overall average value 
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per hectare, and location of the subdivision either in proximity to 

Water or not. The significant reduction in error of 38.5 percent con— 

firms the results of chi-square measure that proximity to water has 

a significant effect on country residential value per hectare. 

ASE Eee poe ina MATRIX OF FREQUENCIES =OR Bont 
PROXIMITY TO WATER AND AWAY FROM 


WATER SUBDIVISIONS, AND RESULTS 
OF, GOODMAN AND KRUSKAL'S TAU 


Location Subdivisions Subdivisions Number of Tau 
_ above average below average cases 
Vale pee value per 
nectare nectare 

Pro xingey, 

as) 19 35 54 
water 

0.335 

Away 
from 
water 9 36 45 
Number 

er 28 71 99 
cases 


Conclusion 

The main hypothesis tested in this chapter is that land value 
per hectare for country residential use in Parkland County Ajiberta 
is influenced by the geograpnical variables indicated on page ee. 


The geographical variables were grouped into parametric and non- 
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parametric variables using statistical criteria. The parametric 
variables were analysed using a regression model. Among the para- 
metric variables, the lot size x, indicated the highest influence on 
average value per hectare. Accessibility variables xo and Xg3, did 
not Show as much influence on the value per hectare as was hypothn- 
esised, The explanation for this is the willingness of the Edmontonians 
to locate anywhere in the urban periphery without much concern for 
relative accessibility within that area. Furthermore, the wide use of 
the automobile which makes Edmonton the leading city in terms of the 
average number of Sutomobiles per person in North America clarifies 
the situation. The rural land uSe policy outlined at the beginning of 
this chapter may have an impact on accessibility variables. 

Non-parametric variables consisted of variation in terrain, 
proximity to water, and soil type. These variables were analysed 
uSing analysis of variance and analysis of frequencies (Chi-square 
metnod). Both variation in terrain and type of soil explained small 
percentages in the variation in average residential value per hectare 
as indicated in tables 2.9 and 2.10. 

The factor of proximity to bodies of open water was tested 
using the chi-square method, and Goodman and Kruskal's tau. 

The analysis of variance revealed the following 
Ci) Subdivisions located on relatively fertile land were moire expensive 
than those located on poor land. 


(ii) Subdivisions located on strongly rolling and hilly areas were 
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more expensive if considered in terms of average value per hectare 
than those subdivisions located on flat land. According to terrain 
ratings people who select areas with high variation in terrain (3 rolls 
per half a mile) pay more money per nectare than those who develop 
om flat land’, 
The results of Chi-square model, and Goodman and Kruskal's 
tau revealed the following: 
(1) The location of a subdivision suitable for country residen- 
tial use near water has a Significant influence on the value 
Der imectanesor tiegliand Ghabler2 14); 
(2) The error in predicting the value of tne land per hectare 
can be greatly reduced depending on the knowledge thata 
SUBULVIS TOR USCdrOrm tobe Used Torscountry residential pur— 
pose is located near water (Table 2.15). 
What is the degree of applicability of the model? 


Althougn the study uses only data on land values in areas which 
have experienced country residential use in Parkland County Alberta, 
the model used in it is a quite general one which could be used in other 
studies concerned with country residential use. The variables Xo and 
Xz are not new in geographical research explaining land values. The 
average size per lot x, is relatively new variable and first recognized 
by Husk (1975). Although he included terrain variable in theoretical 
model, he did not use it in his analysis. The concept of analysing 


both the between and within variation of estimates appears to be a new 
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concept in geographical research, Variable Xg Is not in common use 


in research but it can be replaced by zoning variable. Proximity to 
water is relatively a common variable in geographical research and 


it can be treated as a dummy variable ina regression model. 


CHAPTER III 
URBAN SPRAWL AND SPECULATION 
This chapter is concerned with the interrelated questions of 
urban Sprawl, Speculation, and the levels of profit being realized by 
Speculators and developers. The chapter begins with a general dis— 
cussion of urban Sprawl and land speculation. Urban sprawl is con- 
Sidered first, with particular attention being devoted to the conditions 
prevailing in the Study area, and of the factors which are encouraging 
sprawl through it. Speculation is then dealt with. Two models are 
introduced. The first is intended to show, in a general way, the pro- 


ess by whicn farm land is converted into lots within subdivisions as 


@) 


it takes place within the study area. As it is developers who are, by 
definition, responsible for the last-stage of this process, the model 
incorporates their activity as well as that of the speculator., 

The second model eee a framework for analyzing the net 
gains, or losses, made by speculators in the Study area. 

Having exarninedc the activity of speculators in the study area, 
attention is turned to developers. Though two types of developer are 
found in the study area, the differences between them relate to the 


scale of the operations rather than to the level of their profits, and 
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attention is focused on the problem of identifying the general range 
of costs and sale prices that provide the developers with the economic 
Framework for their operations. Though precise profits cannot be 
identified, because not all the developer's costs are known, the upper 
level of possible profits is established. As a result, some degree of 
comparison with the profits made by the speculators can be made; 


the chapter ends with such a comparison. 


The Relationship between Urban Sprawl and 
Land Speculation 


Wearwood (O71 ,1o.-2o)sstetedathaitnessue.of jand spec— 
ulation Should not be examined in isolation from, but should be con- 
sidered in the context of larger issues, The larger issues he con- 
Sidered were, (1) land use practices, (2) control over land uses, (3) 
private rights, (4) public needs, and (5) public attitudes concerning 
these issues. The five larger issues indicated by Yearwood can also 
be found playing a role in the study area as follows. 

One above is equivalent to country residential use in Edmonton's 
periphery, while two above can be equated to land use policies in 
Edmonton's periphery as indicated in Chapter II under the rural land 
use policy. Three above means the right of the individual to keep 
land or to sell it when the situation on the land market indicates a 
profit can be made. Four above can mean the desire among individuals 


to own country residences. Although this desire has been considered 
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in urban research, it has not been clearly defined. For the purpose 
of this study V.A. Wood et al. (1974, p. 29) was adopted as follows: 
In Canada, the dominant type of shelter is a single 
family house. This dominance is the result of four 
general influences: the continuum of the rural trad- 
ition of private land ownership into urban settings, 
the continu''m of Western European individual home 
ownership tradition, the tradition of immigrants gen- 
erally to realise in North America the dream of indi- 
vidual home ownership..." 
Urban Sprawl 
Urban Sprawl is considered here because it is assumed that 
land speculation and urban sprawl are interrelated. In order to under- 
stand land speculation, its prime association with urban sprawl 
Should be clearly understood. 

Clark and Harvey (1965, p. 2) defined urban sprawl as follows: 
Sprawl, measured at a movement of time, fCitlis 
composed of areas essentially of urban character 
Located at urban fringes but which are scattered or 
strung out or Surrounded by or adjacent to under- 
developed sites or agricultural uses. 

Using this definition, they identified three types of urban sprawl. 

(i) Low density sprawl. This is a continuous, low density develop- 
ment in the suburbs. 

(ii) Ribbon development sprawl. This type of Sprawl is composed of 
developments which are compact within themselves but which are 
extended axially and leave area between them undeveloped. 


(iii) Leap-frog sprawl. This type is made up of discontinuous com- 


pact patches of urban uses, 
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According to Clark and Harvey, the first form of sprawl is the 
most desired because it is continuous and little land is left vacant. 
The provision of services is cheaper and above all, the planning as- 
pects can be implemented to effect orderly arrangement. 

The last form of sprawl is the most criticised both from the 
aesthetic and economic points of view. Ina situation wnere municipal 
authorities have to provide utilities and other services, these become 
expensive Where there are many scattered subdivisions. This type 
of urban sprawl is the one found in the study area and considered in 
tits Study . 

Factors contributing to leap-frog sprawl in the study area Because 
of the environmental factors outlined in Chapter II and the planning 
policy In Edmionton's periphery, it is impossible for there to beicon-— 
tinuous urban Sprawl. The following are some of the factors which 
make for leap-frog sprawl. 

(i) Environmental factors: The area is widely traversed by sand 
dunes and terminal moraines. Any attempt to develop continuous 
urban sprawl can reactivate sand dunes. Second, the low lying areas 
are swampy and may be unsuitable for country residences. 

(ii) The nature of rural planning policy as outlined inChapter II con- 
tributes to leao-frogging because the policy stipulates the type of 
soils on which subdivisions for country residences are permitted. 
Since the geographical distribution of the land is not continuous, the 


nature of country residential development currently being enforced 
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by the Edmonton Regional Planning Commission is leap-frogging 
sprawl, 
(iii) The rapid expansion of the economic base of Edmonton can also 
motivate the developers to respond to housing demand by building on 
isolated suddivisions and hence bring about urban sprawl. Clark 
and Harvey (1962, p. 12) indicated that a rapid rise in the economic 
base of an urban area can motivate developers to respond to the de- 
mand for housing and produce "a variety of discontinuous, unrelated 
developments". The connection between growth in the economic base 
and urban sprawl is provided by the increase in population which 
itself follows from the immigration of people taking up the jobs pro- 
vided by the expanding economy. The rapid expansion in economic 
base of Edmonton was mainly facilitated by the discovery of oil re- 
serves in the Province of Alberta in the 1950's, 
Giyeiiine size of the lots also contributes to leap—-irog sprawl. wine 
lot sizes for country residences officially range from 1.2 to 8 hec- 
tares (8 — 20 acres). With such big lots and the restriction on the 
land to be subdivided, it is not easy to develop a compact continuous 
form of development. j 
Urban sprawl in the study area That there has been urban sprawl 
in the Edmonton periphery is documented by the data presented in 
Welsiien cal Wer their 

Table 3.1 was established using 1957 as the base year, That 


year was selected because the first subdivision in the study area 
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Tee eae THE NUMBER OF LOTS DEVELOPED IN THE 
STUDY AREA AND PERCENTAGE 
INCREASE 1957 - 1975 


eae (inerease’ in) Cumulative Percentage 
number of number of increase 
lots c~eated lots created 
ee ee ee ee eee ere Bea ete 
oor ne) i) base 
1958-62 O 10 O 
1963 20 30 200 
1964 39 69 130 
Po00-O7 O | 69 O 
1968 49 AES 1 
1969 oo 143 21 
1970 156 299 109 
1971 412 (ae eye 
O72 236 947 22 
1973 66/ 1614 "A8) 
1974 peat 2134 Be 
1275" 133 2258 6 


Source: County of Parkland Assessor's file 


* Figures are limited to summer of that year, 


was created at that time. 
Table 3.1 indicates a decreasing trend in the percentage of lots 


created while the actual number in lots created is increasing. This 
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is So because the number of Subdivision lots being created is large 
and hence it requires a relatively large number of lots to affect a 
large change in the percentage increase. For instance in 1968 the 
twenty new lots created accounted for a 200 percent increase whereas 
in 1974, five hundred and twenty one lots were created and these 
accounted for only 32 percent increase in lots in the study area. 

Table 3.2 (p. 78) shows the population growth of Edmonton. 

Like table 3.1, table 3.2 indicates a downward trend in the 
percentage increases. The comparison between the two tables reveals 
tnat the growth in country residential lots is not directly related to the 
growth in Edmonton's population. If the example of 1973 is considered, 
it is obServed that the population of Edmonton increased by 835 people 
(Oo1 percent) fut the-number of lots created inthe same year was 667. 
The population increase is so small that it cannot have accounted for 
the demand for lots especially if it is considered that other lots were 
developed in the rest of tne Edmonton periphery. 

Table 3.3 presents the trend of population growth in the Ed- 
monton Metropolitan area between 1956 and 1971. That period is 
selected because of three reasons, 1) 1956 is the year which preceeded 
the creation of the oldest Subdivision in the study area, 2) 1971 is the 
year in which extensive subdivision for country residential use in the 
study area started (See page 76), and 3) the national censuses which 


indicate the metropolitan population to be used in the comparison below, 


took place in those years.: 


ee = 


trary u :T ri ers i Ree 
a ° 
Pei teh rad ior} a ne 7 ay io 5 fie visas 


a 
i 


J ¢€ 
: 


. 


niques dcr ae a { ate tl ee ire ae: Cae 
ae t4reeh (ys ‘* pijvrist Lae See oo (ea ‘BI Y, ales la ee cheyenne 
a sys said bebe ee eT 


ae Ww c is A 5 T 1“ 


ive 

Tore iy, 2° SS Ae Py oye e dary shape mv Mu oreorna 
yas 
rat woe snitch per Herter ee 2 Rhemerirt — ae 


a Nie o 


Wied babe: GM LA Sa Vee i sat egy i. Nd Sieben siete j 


endier 22h 45 fn Jer fee neds &4by Aitkin aed & 
a Se Apredet ‘geto te — wy al alae 

5 aries hank ee tale By Bhat ae atten: gy * Fi eat 7 

an tenet fare Ce ne aa a wis epetieg - 


naa ai pilot grt Aten, piahees earteg 
ara or oe cesar tne s she ites bi 


TAGES se) trib POPULATIONOF EDMONTON SINCE IM O57 


a 


a 
FE Se ae aac a EE I ET IE SAE EES 


Year Population Population Percentage 
increase increase 
1956 223, 549 bese base 
Too 238 , 353 4,804 oo) 
1:96) 27S Os 3/009 keys) 
1963 303), 756 Ben Mies: 10570 
1964 30/,696 53, 940 Wi 14 
1966 381 , 230 23, 534 255) 
inCjets) 410,265 Ee) MOSS oS) 
1969 422,418 125313 3.0 
1970 429,750 Cypole “Peg 
1971 436 , 264 6,514 . ys 
197 442,365 5, 266 Fey 
1973 441,530 835 Q.1 
1974 445,691 3,326 Cnr, 
1975 451,635 5, 944 1) cs) 


Source of information:. Civic census by L.C. Scott and S.D. 
Ferguson. 


Note Although there were no lots created in the study area in 1956, 
1967, and 1960, the population of Edmonton for those years is included 
in the table above in order to draw up a comparison between table 3,2 
and table 3.3. Some years are excluded because there were no lots 
created in the study area at that time. 


The comparison drawn between table 3.2 and 3.3 reveals slow 
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TABLE 3.38 EDMONTON METROPOLITAN POPULATION FOR 
>— LECTED YEARS bE meta S56 


MO 274 
Year Population Population growth Percentage 
between 1961- metropolitan 
1971 growth in Al- 
berta between 
Or Ra7 1 
eles 254,800 
ood 337 , 569 
196,233 58 
1966 AOte te 22 
oA 495, 702 


Source of information: Census of Canada 


growtn in the city's population while the metropolitan population is 
steadily increasing. According to P.J. Smith (1976), the population 

or Alberta increased by 296,000) between 1961 and 1971, the Edmonton 
and Calgary metropolitan population increased by 280,000 for the same 
period. Edmonton metropolitan population increased by 150,200 
(Table 3.3). The increase was 56% of the overall metropolitan pop- 
ulation growth in Alberta during that period. It appears that the growth 
which in return motivated growth in country residential lots is mainly 
due to immigration. As Leszek A. isosinsikxi (1 S76) indicated sine 
immigrants to Alberta mainly come from Saskatchewan, Manitoba, 


Southern Ontario, and to a lesser extent from Quebec and the Mari- 


time Provinces. 
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The Planning Commission Fact Sheet (1974) indicated that the 
shift of pooulation growth to smaller towns in Edmonton periphery is 
due to rising costs of housing in the city of Edmonton. In their words: 

to a greater extent the shift in the location of population 

growth to the smaller communities may be due to the 

rising costs of housing relative to incomes and the need 

for prospective house purchasers to consider lower 

priced homes outside the City of Edimomton, (0. 1/4) 
However the view indicated above differs from that indicated by V.A. 
Wood et al. (1974) as follows: 

The desire of contemporary home-—-buyers for more 

Spacious and more elaborate accomodation at a lower 

density per unit, consistent with the increasing in- 

yP ’ 

Gomes and Social pressures, “re being Satistied at 

increasingly higner costs, The consumer is there— 

Tore a major Contributor to increasing’ costs in tas 

urban [and rural] residential land conversion system, 

(pr, 1 O38) 
Although Wood's study deals with urban land conversion, he found that 
the value per lot of serviced residential land in Edmonton satellite 
towns showed the same trend as tnat of the city. 

The view of this study agrees with Clark and Harvey (1 962) that 
the demand for conversion of rural land which eventually leads to 
leap-frog sprawi is only related indirectly to the rapid expansion in 
the population of the urban area, but rather may result from either 
traditional feeling towards country home ownership or from a change 
in taste. This view is in agreement with that indicated above by V. 


Wood et al. (1974). However it is also postulated that both the change 


in taste and the traditional feeling can be activated by a change in the 
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economic base of Edmonton, 


Land speculation 

The issue of land speculation is a controversial one. This is 
So because of the popularity of that term both in geography and urban 
land economics. Two diverging definitions are as follows. Marion 
Clawson (1961, p. 106) referred to land speculation as "bidding up the 
price of the land far beyond its value for agricultural, forestry or 
any other rural use", Clark and Harvey (19685, p. 3) defined land 
Speculation more broadly. In their view, "All incremental additions 
to urban fringes are speculative ventures," 

Neither of these definitions provides a good framework for con- 
Sidering the situation which has prevailed in the Edmonton regtoniron 
the last fifteen years. The first is too narrow. The second one is So 
broad that it includes among those who are to be classed as speculators, 
the farmers who develop their properties into country residential sub- 
divisions. 

These are only two of many such definitions in the literature. 

It is therefore necessary to provide a definition which is appropriate 
to the conditions prevailing in the study area. The definition used for 
the purpose of this study is mainly focused on the land speculator 
rather than on the land speculation because it is intended to identify 
speculators in land trade and speculative subdivisions in the study area. 


In the context of this study, a land speculator is defined as: an 
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individual or a group of individuals or a company who is not reg- 


istered at the county assessor's office as being agricultural, That 


individual, or individuals or company bought the land either from a 


farmer or from a Speculator and sold itasa whole, or in large units 


to another speculator o* to a developer without providing any improve- 


ments. 


(1) 


(ii) 


In the above definition, there are two factors to be observed. 
A farmer can only be regarded as a Speculator if he ceases 
to derive his principle income from the land and speculates 
on his property. 

A farmer can be a developer if he subdivides his land into 
country ASOT lots and provides access to the lots. 


One other point. must be made before leaving this. topic. L.B. 


Smith (1976, py 2) identified two types of land Speculators, 


>) 


(it) 


Competitive land speculator., The type of Speculator does 

not consider nimself to have any influence on the market price 
but he believes that the price is going to rise or fall quite in- 
dependently of his own actions. 

Monopolistic land speculator. This is the type of land specu-— 
lator who "attempts to buy or control a Significant portion of 
the existing commodity [land] in order to influence market 


oer. 


In the terms of Smith's classification of Speculators, it is the spec— 


ulators of the first type who are at work in the study area. This is 


so because speculators in the study area are mainly dealing with 
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quarter sections, There is no example of a monopolistic land spec- 
ulator (County of Parkland, Land ownership map, Public Works De- 
partment of the County of Parkland, (1972) ). A factor which has tend- 
ed to keep land ownership widely dispersed, is that most of the farm- 
ers acquired their quarter sections eter the second worid war through 
the Director of Veteran Administrations. The result was that, as 
recently as 1970, ownership of the land in the study area was shared 
by a large number of individuals each of whom owned only a relatively 
Simall Share of the total. 

Figure 3.1 (p. 84 _ =~) indicates that the process of rural land 
conversion is a Simple one because there are no feed-back loops. 
Once the land is bought by the Speculator or a developer it cannot be 
returned to fanming. Tne process of rural land conversion outlined 
in Figure 3.1 is in accordance with the opinion ef V.A. Wood et al. 

Gro /45 50.19) nat 

the conversion of land to urban use is a one-way 

process. Once... . land has disappeared under 

residential Subdivision it cannot be reclaimed 

for agriculture by anjiincreased demand tor agri— 

cultural prodticts, 
- Although V; Wood was mainly interested in urban land as such, his 
views are also true for rural residential land. This inability of agri- 
culture to affect changes on urban land is mainly due to the fact that 
agriculture, with its extensive use cannot offer rents which are com- 


petitive with those bidded by intensive urban uses. 


Figure 3.1 also indicates that a land speculator sells the land 
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RPiCURe elle ARLOW.DIAGRAM OF RURAL LAND CONVERSION 


AND LAND SPECULATION IN PARKLAND 


COUNTY, ALBERTA 


First Speculator 


Second speculator Developer @) Developer (2) 
Gearmen) 


Awnird speculator 


Lot buyers 


Country residential 
development 


either to another land speculator or to a developer (1). The reason 
why a speculator sells land to a speculator or to a developer and not 
a farmer is that once land changes hands, its value alSo increases. 
The increase in value reaches a level at which agricultural production 


ceases to be a viable economic activity. 


Figure 3.1 also indicates that there are two types of developers. 


Developer (1). This type of a developer can be a company or an 


individual genuinely involved in developing a rural area into a country 
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residential area, This type of a developer is what Yearwood C1971) 
referred to as being new in the North American context. He is trad- 
ing either in serviced lots or serviced lots with residences on them. 
As the flow chart indicates, the developer in this category has two 
sources of land supply; he can acquire land directly from the farmer, 
or he can buy the land from speculators. 
Developer (2). This is a developer who was once a farmer but de- 
cided to subdivide his farm into lots. As can be observed from Fig- 
ure 3.1, this type of a developer has no direct relationship with land 
Speculators, There are two reasons for this lack of relationship be- 
tween developer (2) and land speculators. A developer (2) does not 
buy land from speculators because; 
(i) he is simply converting his farmland into a country residential 
area; 
(ii) he lacks the capital which would allow him to buy land at the 


prices Characteristically asked by the speculators. 


Distribution of speculative subdivisions in the study area 

Figure 3.2 (o. 86 ) indicates the subdivisions which nave ex- 
perienced land speculation prior to their being developed into country 
residential areas. All Speculative subdivisions with the exception of 
two are located in township 51, range 25 west of the 4th meridian. 
This is so because of the following reasons: 


CL Township 51 range 26 west of the 4th meridian is located near 
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FIGURE 3.2 
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DISTRIBUTION OF SPECULATIVE SUBDIVI- 
SIONS IN THE STUDY AREA PARKLAND 
1 COUNTY, ALBERTA 
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Edmonton and this can motivate speculative intentions for 
future urban use. 

(ii) | The oldest subdivision in the study area is found within that 
township. The first rural subdivision in Parkland County, 
established in 1957, was located in township 51, range 26. 

It is likely that speculators learned from the then subdivision 
and acquired nearby land which was sold to developers in the 
early 1970's. 

Ciii) The township is traversed by environmental characteristics 
which are not Suitable for extensive farming. Among these 
characteristics are the numerous sand ae and organic soils. 
Such characteristics can induce farmers to sell their land to 
speculators who were willing to buy it for future gain. 

It was also observed that Speculators were attracted by 
land which was close to open bodies of water. With the exception of 
one subdivision in township 51 range 26 west of the 4th meridian, all 
the speculative Subdivisions have either a large expanse of water within 
their boundaries or on their boundaries. Such subdivisions could be 
of little benefit to farmers as little land was left for extensive farm- 


ing, and this could motivate the farmers to Sell the land. 


The process of land speculation in the study area 
Figure 3.3 (p. 88) is a descriptive model of the land specula- 


tion process in the study area. It illustrates in schematic form the 
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FIGURE 3.3 SEQUENCE OF LAND SPECULATION, TYPE OF SPECULATOR, TYPE OF DEVELOPER 


AND THE TIME LAND WAS HELD IN THE S | AREA PARKLAND COUN ALBERTA 


Code Type of Sequence of Type of 
SPeCculator Speculation developer 
64.7 : ae 
008 Individual ee a OO) ee 
1965 1970 
ee Oo Glco) 1ORSC2S) 
041 Company ia Co C 1070 aa De Company, 
64.7(160) 64.7(160) 64.7(160) 64.7(160) a 
as AEs FT iove1969 — secma9somm =e aasi970 Sonic Me RSS AP ey. 
32.3(80 . : —— 
| 062 Individuals Fe OU) a OG) Sg) aa ae eee 
Uo Gy 1968 1969 
| 64.7(160) 64.7160) 
| 064 Company = Wi ae eo oe C i967 D Company 
32.3(80) 16.1(40) 
| O67A Company ce 1963 (& T9067 D Company 
as 16.1(40) 16.1(40) 16.1(40) 
WA \ 
| 067B Mixed = 1967 I 1568 C 1970 D Company 
16.1(40 16.1(40 
O67C Company Ses eee sa Ss a? pee Olapany, 
1963 1969 
A : 259(640) 259(640) 
| O76 Company = yar C T970 D Company 
See figure 8.2 for identification of the codes Indices indicate 
I = Individual C = Company D = Developer Bete aihee 


F = Farmer D-S = Dental Surgeon Area in hectares and (acres Bg CS ete Cougs: 
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TABLE 3.4 THE MATRIX OF LAND SPECULATION AND THE 
AREA HELD By eriRSd 2AND SPECUIEATOR 
IN PARKLAND COUNTY ALBERTA 
Code Asking Area Asking Area Time Spec- 
no. price bought price sold of ulative 
of of bya ofa bya holding gross 
SUI 915: farmer «spec Spec— Spec] gain 
division $ ulator ulator ulator $ 
hectares $ hectares 
(acres) (acres) 
003 54, OOO 64.7 62, 000 64.7 5 3000 
(160) (160) 
O41 7,690 64.7 6, 000 ogee 1 4700 
GiSO) (26) 
048 5, 000 64.7 12.000 64.7 1 me? 7000 
(160) GLGO) 
O62 10,000 82:3 10,000 Tew 1 7500 
(80) Gl 359) 
064 fen O00 64.7 1051000 64.7 2 =2000 
(160) (160) 
O67A 23 700 82.8 83,5008, crect* 4 7150 
(80) (40) 
0678 3,350 164 PbS eee®) Sisal ‘e) 7650 
(40) (40) 
067C 5, 000 RGR 7,060 16ea 6 2060 
(40) (40) 
O76 8, 000 259 27 OOOO 259 9 267,000 
(640) (640) 


Source of information County of Parkland assessor's files 

See figure 3.2 for identification of codes 

D Indicates where land was held for months otherwise time is in~- 
dicated in years. 


* Only part of subdivision sold by the speculator., 
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data of tables 3.4 to 3.6 (pp. 89, 91, 92 ). In figure. 3.3 it is shown 
that in six out of nine speculative cases only one speculator was in- 
volved in the land trade. There are two cases where two speculators 
were involved on the same piece of land but at different times. The 
subdivisions which experienced this type of speculation were 062 and 
067B (see figure 3.2 for the location of the subdivisions). There is 
one Subdivision (048) which experienced triple speculation; in other 
words, three speculators bougnt and sold the same piece of land at 
different times. 
Characteristics of land sales in speculation Figure 3.3 reveals 
three distinct characteristics of speculation. 
Gy Wholesale land speculator. This is a land speculator who setis 
the whole piece of land without retaining part of it for further spec- 
ulative activity. The subdivisions which exerpienced this type of 
Speculation are 003, 048, 064, 0678, OS7C, and 076 (See figure 3.2 
for identification of codes). 
(ii) Retail land speculator. This is a speculator who divides the 
land into large tracts and sells pieces to developers at different times. 
Subdivisions which experienced retail speculation are 041, O62, and 
O67A, It is also observed in the study area that, 70 hectares (174 
acres) are still under speculation on Subdivisions 041 and O67A, 
CLL) Transformed land speculator. Although in this study, farmers 
who subdivide their property into residential lots are considered to 


rs rather than speculators, those farmers who cease to 
e develope ’ 
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TABLE 3.5 THE MATRIX OF LAND SPECULATION AND AREA 
ELD BY THe SECOND Sire CUleAd ORIN 
PARKLAND COUNTY ALBERTA 


Code Area bought 


Asking Area sold Time Specula- 
by a price bya of tive 
speculator ofa Sspeculator holding gross 
Speculator gain 
003 
O41 
048 64.7 20,000 64,7 1 8000 
(160) (160) 
O62 as’ 10,000 TEAS 1 O 
Geegsy) C1SiO) 
0S4 
O67A 
067B LOR 12,500 ers 2 1500 
(40) (40) 
0670 
076 


See figures 3.2 and 3.3 for identification of codes and values. 


derive their income from agriculture and form a non-agricultural 


company to deal in land trade are considered as land speculators. 


From the time when they form a non-agricultural company up to the 


time they developed the land into residential lots is regarded as the 


speculative period. This type of speculation is referred to as 
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TWAS LES) 6° THE MAFRIXIG@FSZAND SPECUFATION AND EAREX 
MELD BY THe TRIRD SPS curzATORAIN 
PARKLAND COUNTY ALBERTA 


Code Area bought Asking Area sold Time Specula— 


bya price bya Or tive 
Speculator ofa Specuiator — eholding gross 
Speculator gain 

003 

041 

048 64.7 24 , 000 64.7 1 4000 
(160) (160) 

062 

064 

O67A 

067B 

O067C 

076 


See figures 8.2 and 3.3 for identification of codes and values. 


transformed speculation because a farmer transforms himself into a 
land speculator. Although this type of speculation is not easily pre- 
sented in the flow chart, researcn, reveals one case:mwhere this byperor 
Speculation took place. The two farmers wno owned an entire sub- 
division (078) formed a non agricultural company to trade in land. 


Nine years later they decided to develop the entire section into a 
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country residential area, From the time they formed the company 
up to the time the land was developed is considered as a speculative 
period. 
Socio-economic characteristics of Speculators 

Land speculation is a trade of many people from different 
walks of life. 

In this study two broad classes of Speculators are identified 
in terms of their socio-economic characteristics, 
GOmilhe first class jis composed of individuals who are professionally 
Well qualified. Some are medical practitioners, dental surgeons, 
inspectors, grain handlers, and some are realtors. These are the 
people who can use the income they have collected from other sources 
to trade in land. 
(ii) The second class is composed of rich companies such as Elks 
Dominion of Canada, Aberdeen Holdings Limited, Ziegler Stock 
Farms, and Diamond Investment Company. These companies were 
actively participating in land speculation in rural land in the Edmon- 
ton peripnery. 
Behaviour of land speculator W. Bahl (1 968) defined speculation in 
land values as "occurring when the land is withheld from the market 
for economic reasons by a rational (a profit maximizing) individual", 
However this research revealed that, whatever their motives, some 
individuals are not successful in obtaining a profit large enough to 


have justified their activity on economically rational grounds. For 
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the purpose of this study, the land speculators are divided into two 
classes in terms of the level of profit thus achieved. 
(i) Successful speculators These are the speculators who maxim- 
ised the profit by bidding the value of the land far above the purchasing 
price and land taxes. In case where there are no land taxes, the dif-— 
ference between the purchasing price and the selling price represents 
the speculative gross gain. Subdivisions which were owned by suc— 
cesSful Speculators are indicated in tables 3.4 to 3.6. 
Cit) Unsuccessful speculators This class includes those speculators 
who sold land at the price they acquired it or sold it for less than 
their total cost. Two unsuccessful Speculators are indicated in tables 
3:4 to@.6.. There are a number of causes Tormunsuccessful Specu— 
lation. Some of the causes have been identified by Elias and Gillies 
1965, p. 798) as follows: 

Catastrophic experiences in investments may weaken 

the financial position of a Speculator in land and force 

him to sell below the originally determined price. 
Such a situation may be due to liquidation of a company where the 
shareholders in a speculative company are simply interested in 
taking out their shares with no regard to profit, This was the case 
with Aberdeen Holdings Limited which speculated on subdivision 064. 
That company was liquidated during the speculative period and pro- 


bably had to sell the land holdings to compensate the share helders. 


Net speculative gain model 


Although the speculators gross gain is indicated in tabies 3.4 
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to 3.6, it is observed that speculators incur taxes as a result of 
their Speculative activities. The objective of the model is to assess 
the net gain or loss accrued to a land speculator for the period he 
held the land. The model used is as follows: 


Vnet = =Vs.g.g - (Vass.MryJti 


I 


where Viet Speculator's net gain 


Vs.g.g = Speculator's gross gain (Selling price — 
buying price) 


Vass = Assessed value of the land 
Mr = Mill rates 
ti a The period in years the land was held. 


There are four cases when the model can produce different results. 
Ci) If the asking price of the speculator is less than his purchasing 
price, the land speculator is viewed to operate at a total ioss, 

Vnet = S/S ok) ee AS = OIL 
(ii) If the asking price of the speculator is equal to the buying price, 
that is V.s.g.g = O, the speculator has to pay land taxes from other 
sources for the period he holds the land. 

Vnet = O-(Vass-:Mryti = Tax 
(iii) If the asking price of the speculator is greater than his pur— 
chasing price but only high enough to offset the taxes, then the spec-— 
ulator is operating at a break even point. 

Whet< == VS aC (Vass* Mbyte — a 


(iv) If the asking price of the speculator is greater than the 
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purchasing price and high enough to offset the taxes, the speculator 
makes a net gain on his property. 

Vnet = NEI ePe MOVES enya! 288) 

(The symbol > means greater than) 

Using the net g in speculative model, the speculator,s per- 
centage net gain was established as indicated in tables 3.7 to 3.9 
(pp. 997, 99, 100 ). Tabies 3.8 and 3.9 are a continuation of table 
Se 

Whe speculater's percentage net Gain as indicated im table G7 
can be divided into two categories (1) the speculator's percentage 
net gain which is above a hundred percent, and (2)-the Specutator's 
percentage net gain which is below a hundred percent. 

The first category can be further subgrouped into three as 
follows: 

i) Tne speculator who held the land for a short period of one month 
and sold it at a high price. In Such a situation there is no tax paid 
and the speculator's percentage net gain was nigh as indicated in table 
83.7. This is the case with Subdivision 048 where the speculator 
bought the land from the farmer in November 1969 and sold it to 
another speculator in December of the same year (See figure 3.3). 
bil inerretat! speculator who Sells a portion of the land and retains 
the rest for further speculation makes money on his property. A 
specific example is indicated on subdivision 052 where a Speculator 


bought 32.3 hectares (80 acres). After speculating on the land for 
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WAR EBETS 7 SriRS SPECUMATOR!S NEW GAIN, PERCENTAGE 
NET GAINS AND TAXES uINVOEVED IN 
PARKLAND COUNTY ALBERTA 


Code Assessed Time land Wax Tor Cross Net Percent— 
value was held period gain gain age net 
land gain 
was held 
003 2820 is) 3948 8000 4252 8 
041 1300 1 370 4761 4391 354 
048 540 1m® O 7000 7000 140 
O62 415 1 TAS 7500 7384 310 
054 600 2 336 =—2 500 =28350 —o3 
O67A vse) 4 190 LALO 6960 554 
067B 85 5 119 7650 7531 124 
067C 85 6 142 2060 +~=—s«- 1918 38 
076 1350 9 3402 Pow, VOUG26G3 5596 3294 


Source: County of Parkland assessor's files. 

See figure 3.2 for identification of codes. 

Percentages are collected to the nearest whole number. 

® Indicates where land was held for months otherwise time is in- 


dicated in years. 
Values are indicated in dollars, 


one year he sold a quarter of the land at a price equivalent to amount 
paid for the whole tract of land (table 3.4). Speculators in this cat- 
egory had a high percentage return on their investment as indicated 


in table 3.4. Subdivisions which experienced this type of percentage 
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net gain were 047, O62 and O6G7A, 

iti) The transformed speculator also makes money. As mentioned 
earlier, this category is composed of individuals who were farmers 
but ceased to be farmers when they formed a non-agricultural com-—- 
pany to speculate on land. An example of tnis type of speculative 
net gain is indicated on subdivision 076 where the owners declared a 
low assurance fund value in 1961 for a period of nine years, and then 
suddenly in-1970 they raised the value of the land to 275,000 (table 
3.4). This was done probably to keep down the effects of taxes dur- 
ing the speculative period since the value per hectare was so small 
eel e°S21.057p. 

The second category of the speculator's percentage net gain 
can be grouped into two as follows: First, where there was per- 
centage gain but less than a hundred percent. In this case subdi- 
visions were held by a Speculator for a period of five to six years. 
The subdivisions in this category are those which experienced a per- 
centage net gain ranging from, 6 to SS percent.” Speculator's percent— 
age net gains in this category were lower than those indicated in the 
previous group for two reasons 
(i) The assessed value on subdivision O08 was high and this resulted 
in taxation having a Significant effect on the percentage net gain 
(tabie 3.7), 

(ii) The asking price of the speculator was too low to offset the tax— 


ation effects. This is the situation or Subdivision OG7C where a 
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We ae s.3) SECOND SPECULATOR'S NET GAIN, PERCENTAGE. 
NET GAIN, AND TAXES INVOLVED IN 
PARKLAND COUNTY ALBERTA 


a re 


Code Time land Tax for Gross Net Percentage 
was held period gain gain net gain 
land was 
held 
003 
O41 
048 1 Sd 8000 7849 65 
O62 1 AS O slats =) 
064 
OSTA 
0678 2 48 1500 1452 13 
0S7C 
076 


See figure 3.2 and table 3.5 for identification of codes and values, 


speculator made a net gain of 120 dollars per hectare after holding 
the land for 6 years (table 3.710). 

Finally, therecsis a case Where there Wes a percentage loss. 
In other words, the speculator was required to tap other sources of 
income to mest the taxes Tor the period) he held the land. The Spec= 


ulator on subdivision 064 experienced this type of situation. 
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TABLE 3.29 UHIRD: SPECULATOR'S NET GAIN, PERCENTAGE 
NET GAIN, AND TAX INVOLVED IN 
PARKLAND COUNTY ALBERTA 


Code Time land Maxutoig Gross Net Percentage 
was held period gain gain net gain 
land was 
held 
003 
O41 
048 1 151 4000 3849 19 
062 
064 
OS67A 
067B 
067C 
076 


a 


See figure 3.2 and table 3.6 for identification of code and values. 


As mentioned earlier tables 3.8 and 3.9 are a continuation 
of the table 3.7. Both of these tables are intended to show the second 
and the third speculator's percentage net gain at successive spec— 
ulative periods. 

The observation made is that the net percentage gain on each 


subdivision decreases as the sequence of Speculators increases in 
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number, Table 3.10 (p. 102) presents this information in summary 
form. The table indicates that the first speculator bought the land 

at a price of 77 dollars per hectare and sold it at 185 dollars per hec- 
tare to make a percentage net gain of 140 percent. The second spec- 
ulator, who acquired the land at 185 dollars per hectare sold it at 
307 dollars per hectare, to make a percentage net gain of 65 percent. 
The third speculator, who acquired the land at five times what the 
First Speculator paid for it, sold it at 868 dollars per hectare to make 
a percentage net gain of only 19 percent. The trend observed above 
is true of all Subdivisions in the sample. The reason my this is so 
is that as land increases in value, it requires an exponentially higher 
asking price per hectare in order to make a higher percentage net 
gain. However the whole process of Speculation is limited by the 
fact that there is a limit to what a developer can pay for the rural 
land. in addition, the effect of tax onsreturn tIneréases as tne penmicd 


of nolding increases . 


Developer 
Under this section the following are considered: 
(1) the type of developers and their rote in rural land conversion in 
the study area, (2) the estimated costs and profit of the developer, 
and (3) the comparison between the speculator's percentage net gain 


and the developer's estimated percentage profit. 
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Types of developers and their role 

AS is indicated in the rural land conversion flow chart ( Figure 
3.1), tnere are two types of developers in the study area. The de- 
velopers and their roles in rural land conversion are as follows: 
Developer (1) This ‘>: the type of developer Yearwood (1971) re- 
ferred to as being new in the North American context. The developer 
in this category deals with country residential "B" developments. 
The average lot size in a Subdivision is 1.2 hectares (8 acres). In 
this type of development, lots are serviced, utilities are installed, 
Subdivision roads are constructed, and, sometimes, country residen- 
Cesare DuILtS lis oype ol a developers eormposedio! large cona— 
panies with a considerable amount of capital to provide Such extensive 
services. Companies Such as Melton Real Estate Company indicated 
in interviews a preference rom this type of development since it re— 
duces the negative externalities on the part of the country residential 
buyers. 
Developer (2) This category is composed of farmers, individuals, 
Small companies who, after constructing the subdivision road and 
making the survey of the lots, sell the land to country residential lot 
buyers. The costs of acquiring a residential lot may be less than in 
(1) above but, according to Zelmer et al, (1974), lot owners have to 
meet hidden costs. Among the hidden costs are (1) construction of 
the drive way, the provision of power, the drilling for water and the 


installation of a pump, as well as the construction of a residence 
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itself and of as many services as the owner of the lot finds suitable. 

This type of subdivision has a number of characteristics 
Which are commonly perceived as advantages by people wishing to 
buy a country residence, notably the fact that the lot sizes are usu- 
ally larger than in country residential "B" areas. The lot owners 
are free to locate anywhere on their lots, and to carry out landscap- 
ing which satisfies their own needs. They are also free to choose 
the architectural modeling which they like since the construction of 
a residence is done by the lot owner. However there is one main 
drawback to this type of development, there is no guarantee that the 
developer in this category will maintain subdivision roads as well as 
the previous developer. Indeed, there are two reasons why he may 
be expected to maintain them at a lower standard. i) As indicated 
earlier, the developer in this category has limited financial resources 
and is not likely to spend moire money on road maintenance. ii) He 
has no reputation to care for, whereas companies in the first group 
do care about their reputation. The last two points mentioned above 
probably account for the numerous pot holes on subdivision roads 
that were observed during the study tcurs. 
Estimated profit and costs 

Because of the problems involved in establishing developers 
net profit, it is the estimates of profit and costs that will be consid- 
ered here. V.A. Wood et al. (1974, p.80) indicated the problem of 


estimating a developers costs as follows: 
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The final price per front foot of the lot is not always 

based on cost + profit = selling price. It is very 

often calculated on the basis of market — costs = 

DROOL le. 
This lack of the comparative base of the developer's profit is mainly 
due to uncertainty on the land market. As F. Chapin (1972) indicated, 
Where no recent comprehensive studies of property values has been 
undertaken, the assessed value on the land can be used as a basis 
for estimates of values of properties. The estimates of developer's 
costs are based on 1975 figures which are the only ones made avail- 
able for the purpose of this study. 

The approach developed for this study is to use the equation: 
asking price of the developer — (purchasing price + basic develop- 
ment costs) = estimated profit. ThiS approach was adopted for the 
Following reasons: 

Gly tin Parktand County, lang is assessed seperately from) improve- 
ments. 

(ii). The assessed value of the land is 27.4 percent of the assessor's 
appraisal of the market value. Using the effective assessment ratio, 
it is easy to compute the converted residential value per hectare 
which is uSually the asking price of the developer. In 1975, the 
assessed value was a reliable indicator of market value because the 
assessor carried out extensive market value appraisals in 1974 and 
AO 


(iii) Basic development costs, as indicated in table 3.11 (p. 107) 
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are considered instead of the overall costs of services because those 
are the initial costs the developer should meet before assessor could 
appraise the market value of the subdivision and the assessed value of 
the residential land. 

(iv) It is also easy to exclude the County of Parkland property. Ac- 
cording to the County's land dedication policy, the developer is re- 
quired to dedicate without compensation some of the area being sub- 
divided, to an upper limit of ten percent for public reserves. Such 
areas are indicated on the subdivision cards with initial (Clr. and 
were excluded from the calculations of the developer's estimated 
OrOkle. 

Developers estimated costs Table 3.11 indicates the developer's 
basic eStirnated costs based on 1975 construction estimates. As 
table 3.11 indicates, it was considered in this study that the devel- 
oper did not have enough capital at hand, therefore he had to borrow 
money hoping that-it will be recovered atthe time or sale. Wine com 
panies interviewed on this point agreed that they make use of that 
facility. The estimated rate of interest is 10 percent for two years. 
They prefer a short period of two years because after that time in- 
terest rate becomes a burden on the part of the developer. They also 
maintain the subdivision roads for one year. 

Heablema sie (Cp. ) is intended to indicate the initial costs for 1975 
based on estimates by the companies interviewed. 


The distributions of the values in table 3.12 are not normal, 
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wieAN es Le 3 1 DEVELOPER'S INITIAL COSTS IN PARKLAND 
COUNTY ALBERTA 1975 


Type of cost Value in dollars 


Se 


Construction and maintenance 
of the Subdivision road per lot 3000 
for one year 


Planning approval fee per lot 10 

Registration cost per lot 13 

Fegaltsurvey per lot 140 

Return on development capital 10 percent seer year Tom ] years 
Planning consultant's fee 1O péercenWor tne total asking 


price of the developer 


Source: Melton Real Estate Company 


as indicated by the retatively large standard deviations. There are 
two possible explanations for the lack of normality of the distributions. 
(i) The geographical and environmental factors discussed in Chapter 
Ibof this study do affect tnewlot sizes ands lanGyvalues especially im 
those properties near water. 

(ii) The size of the sample is limited to 60 subdivisions because these 
were the only ones whose assurance fund values were available. If 
the sample was large enough the distribution cf values would probably 


approach normality as indicated by the central limit theorem (E. 


Bryant, 1960, p. 64). 
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TABLES. 12), DEVELOPERISINITIAL, COSTS PER SUBS 
DIVISION IN PARKLAND: COUNTY 


iV SWE) 


Type of cost 


Maintenance of con- 
StCUCLION COSt of SUbD— 
division roads per sub 
division per year 
Planning approval fee 
Registration cost 


Legal Survey 


Return on development 
capital 


Planning consultant's 
fee 


Mean value 
in dollars 


66 , 050 


S609 


tandard 
deviations 
dollars 


41,783 


139 
181 


1949 


3624 


Number of 
cases 


60 


60 


60 


SO 


SO 


60 


Table 3.12 indicates that construction and maintenance of sub- 


division roads, and planning consultant's fees appear to be the most 


expensive initial costs a developer has to bear in the process of con- 


version of the rural land into country residential area. 


The com- 


panies interviewed create 23 to 27 lots per Subdivision and this would 


lead construction and maintenance cost to range between 69,000 


dollars and 81,000 dollars per subdivision. 


However this cost can 


be reduced by appropriate planning techniques where two or more 
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country residences can be served by the same subdivision road. The 
planning consultant's fee is high because a planner is viewed as able 
to reduce the overall developers costs through ample layouts which 
conform with the Edmonton Regional Planning Commission's reg- 
ulations, 

Developer's estimated percentage profit Because of the problems 
involved in establishing the developer's hidden costs such as the wages 
or employees, it is not easy to establisn the developer's net gain 
model. In fact such information which can lead to establishment of 


a model is known to developers themselves and it is not possible that 


it is available on Subdivision basis since many developers are involved. 


However the approach developed for this study is based on the concept 
that asking price of the developer per subdivision — initial costs per 
subdivision (see table 3.10) = profit. Table 3.13 indicates the re- 
sults used in the analysis of the developer's estimated profit. 

One vital observation to be noted from table 3.13 is that the 
average developer's purchasing price per hectare is 948 dollars, the 
net prorit per hectare is 926 dollars, yet thefoverall estimated™per— 
centage profit if 365 percent. The explanation for this is that the 
estimated profits were calculated for each subdivision seperately, 
these were then converted to percentages. The mean cf these 60 per- 
centages is 365, with a standard deviation of 723, The difference 
between this figure of 365 and the figure of 97 which is the percentage 


increase between the mean purchase price per hectare and the mean 
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VAB EES 13 RESULTS USED IN ESTABLISHING THE 
DEVELOPER'S ESTIMATED PERCENT 
AGE PROFIT IN PARKLAND COUNTY 
ALBERTA 1975 


A oN ee cee 
a 


Type of initial cost Mean Standard Number 
deviations of cases 


Converted residential 
value/subdivision ; $151e780 $91,447 60 


Number of hectares per 
Subdivision 38 Ze 60 


Developer's purchase 
orice per hectare $948 $865 60 


Developer's gross gain 
per subdivision OO eee Sri 4 60 


Developer's gross gain 
per hectare £8 763se. $3174 60 


Developer's estimated 
prorit/subdivision $30, 564 $46 , 830 60 


Developer's estimated per- 
centage prorit per sub- 


division 365% 723% 60 


Developer's estimated profit 
per hectare $926 $3088 60 


Developer's estimated per- 
centage profit per hectare 365% 7267 60 


sale price per hectare for all land taken together, is a result of the 
fact that there is a wide range of gross profits over the 60 subdi- 


visions. This differs from the generally accepted procedure of 


ea, i 


ae i f - =, ; — 
+ co , : 2, ‘oe ; ea a aa8 i 
’ ‘ j i 
: i . « i" ‘ Doe i ? 
_ p Pr < : Re yi A. an ed a 
ak Pe ek ik OE ee i eee eee ee kd a ane 
iY - 4 


Ping 


ir Kater a" 
ar rae ta 


(mean profit — mean purchasing price) x 100 = mean estimated per-— 
centage profit, because of the fact that the variables used are inter- 
related in’a ratio form. 
A comparison between a Speculator's percentage net gain and a 
developer's estimated percentage profit 

The objective of the comparison between the speculator's net 
gain percentage and the developers estimated percentage profit is to 
Find out who is responsible for upward spiral of rural land values. 

A comparison between tables 3.6 to 3.8 and table 3.13 can 
be drawn as follows. First, let us examine tables 3.6 to 3.8.+ It is 
observed that there is a decreasing tendency in the speculator's net 
gain percentage as’ the number in the Sequence of Speculators in- 
creases. In actual fact some speculators lose a portion of their in- 
vestment as a result of their speculative Bacio In a case where 
more than one speculator is involved on the same piece of land but at 
different times, it is the first speculater Wno benerts most from 
holding the land ) Second tet csrconsider tne average of the develop- 
er's estimated percentage profit. The point to observe is that all the 
initial costs as indicated in table 3.10 have been deducted and no other 
costs to be considered since those are the costs the developer shouid 
meet before the appraisal of the market value of the land can be done. 
There is no evidence of forced sales on the part of the developer 


since the asking price of the developer in all the 60 subdivisions in- 
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cluded in the sample was above the purcnasing price of the developer. 
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As table 3.13 indicates, the developers average estimated percent- 
age profit per hectare is 865 percent. It is also dubious that devel- 
opers do incur the cost 3000 dollars for construction and maintenance 
oF Subdivision road per lot for a year. The reason for this is that 
there are numerous pot holes even on new subdivision roads that make 
it difficult to justify this cost, This was observed during study tour 
of the area in Summer. of 1975. 

The findings of this study agree with Marion Clawson (1 962) 
that the rising costs of the land in urban periphery is motivated by 
developers and not by speculators. What is most criticised is the un- 
earned increments on land but this (unearned increment on land) is 
relatively small compared to the developers estimated percentage 


profit as indifated in table 3.13. 
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CHAPTERTY 
SUMMARY AND CONCLUSION 

The chapter is divided into seven interrelated sections which 
are presented in the following arrangement: 

Locational aspects and area covered in the study are presented. 
This is done in order to give a perspective view of the study area. 

The sources cf the data and the problems involved in handling 
them are discussed. The objective is to indicate the possible sources 
of information, and also te pin-point the major problems which may 
face future researchers in the field of rural land value analysis. 

The method of study is presented in a brief form. This section 
reviews in outline the models used in the study. 

The results of the models are presented in a summary form. 
This is specifically done to help a reader who may he limited by a 
shortage of time. 

The question posed by the results derived from the analysis. 
This is aimed at bridging the gap between the analytical aspects of the 
study, and the problem of the rising land values in the urban periphery, 
as itis experienced in the real world. 
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A proposal for dealing with the current problems of rising land 
values on the urban periphery. This is in fact a solution to the ques-— 
tion posed above. It is a tentative policy proposal based on current 
research, both in the United States, and in Canada to deal with the 
problems of rising land values in the urban periphery. 

The last section of the chapter indicates both disadvantages and 
advantages which may result if Such a proposal is adopted. Both ad- 
vantages and disadvantages are weighted in the light of research, and 
examples based on the North American context, and in particular the 
Canadian context. 

Study area 

The study area extends from the western boundary of Edmonton, 
westwards to Range 2 west of the Sth meridian. The northern and 
southern boundary of the area correspond to those of the County of 
Parkland. It covers an area of 1,226Square kilometres ( 472 square 
miles). 

Source of data and problems involved 
The data used in this study are cbtained from the following un- 
published sources: 
i) The County of Parkland assessor's office. 
iit) Ministry of Natural Resources (Alberta). 
Lait) Melton Real Estate Company's files. 
Published sources are also utilized. These include Soil Survey maps 


made available ty the Department of Agriculture and Soil Sciences 


ae the Pape ¥H': 


at the University of Alberta, and aerial survey photographs. 

There are two main problems which may face a researcher in 
land value analysis. First, the data are available in unprocessed 
form. For instance, the assessed residential value is made available 
on alot basis. This requires the assembling of all values of lots ina 
subdivision to get the assessed residential value of a subdivision. As 
a result of this, a researcher involved spends a considerable amount 
of time working at the county headquarters. Probably this problem 
could be greatly reduced if the data were stored, and retrieved using 
a computer. Second, the most crucial aspect of the study, which is 
tracing of land ownership takes a great deal of time. The problem is 
aggravated by the fact that the arrangement of land title books is not 
a Straight forward process. To trace the changing ownership of a 
single lot requires checking through separate files cf cards and thick 


books. which is a tedious business. 


> 
Method of study 

As indicated in the course of the study, the analysis was carried 
out using the following mcdels. 
(i) A regression model was used to establish the relationsnip between 
the average country residential value per hectare and the parametric 
variables. The parametric variables considered under the model 
were: the average lot size, accessibility to the main routes leading to 
Edmonton, and accessibility to the points of access to Edmonton. 


(ii) An analysis of variance model which was applied to establish, and 
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to assess the variation between average country residential value per 
hectare and the two of the non-parametric variables. The two non- 
parametrics are 1) variation in terrain, and 2) soil categories. 

(iii) A Chi-square model which was used in establishing the locational 
effects on average cou try residential value per hectare. For the 
purpose of the analysis, the subdivisions used were grouped into two, 
1) the near water properties, and 2) away from water properties. 

(iv) The Speculator's net gain model. It was purposely designed for 
this study to assess the impact of land speculation on country residen- 
tial values in the Edmonton periphery. 

Apart from the models outlined above, it was also intended to 
identify speculative Subdivisions, and the type of Sprawl currently tak- 
ing place in the study area, 

Speculative subdivisions were determined using the definition of 
a land speculator provided on page17, and the County of Parkland land 
title books. Subdivisions which experienced land speculation prior to 
their development into country residential lots are presented in Figure 
ee 

The type of sprawl currently taking place in the study area is 
leap-frog sprawl. There are four main reasons which appear to cause 
that type of sprawl in the study area. 

(i) Environmentai factors: The area is traversed by sand dunes and 
terminal moraines. Intensive subdivision of the area can reactivate 


the sand dunes. A large portion of the area is flat (Figure 3.3), and 


cate VRS Ip “Ee om ah sian is Mi a 
Senger ARIE see IT «Huet ad Gea eoanibage ss 

mene pour nese ce | 

1 Nears ieniebng eae 

sd Pi year ns eae F- inn hae eae 

hee rae wieraltbe siuias tethtehcile Pur wh hk se eilteah 

rable \ Aine pase pabhecghai abt whale ) 


5 


vs etl phen ah Bara foie Sub Aor ‘virion’ hike iba ee 

bieat senna they! ean aut tol ee : 
de Senger setulae bos hg Aeairre SL a duced - 

eigen tasliona et ie aman ein rs i a A 


Praeieraninces 


erty ore ys 
ay 


vy 
ny 


may be swampy. Such areas may be unsuitable and expensive for 
construction of a country residence. 

(il) ‘The Rural Land Use Policy outlined in Chapter II specifies the 
type of subdivisions to be permitted for country residential use and 
their location. Since suitable subdivisions for country residential de- 
velopment are not always in proximity to one another, the rural policy 
seems to encourage leap=-frog sprawl . 

(iit) The Provincial Agricultural Policy is aimed at the preservation 
of rich agricultural land in the Province of Alberta. The distribution 
of such land is not uniform but is interrupted by tracts of terrain of 
poor agricultural quality (Figure 3.3). The type of sprawl which can 
be attained under such a policy is leap-frog sprawl. 


ee 
| 


(iv) The rapid’ expansion of the economic base of Edmonton can be 
responsible for leap-frog sprawl. Clark and Harvey have identified © 
the possibility that rapid expansion in economic base of an urban area 
can lead developers to produce "a variety of discontinuous, unrelated 
developments". 
Results of the models 

It was established in the analysis that average lot.size is the 
main factor which affects unit land values in the Edmonton periphery, 
with the average value per hectare decreasing as the size cf the lot 
increases. The value of the land increases with respect to increase 
in 1) distance from Edmonton, and 2) the distance from main routes 
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Chapter II, non-geographers are also aware of the variations in the 
distribution pattern of land values in the urban periphery.) 2. Banlowe 
(1967, p. 83-100) indicated that the increase in land values may not 
be restricted to areas near the urban centres, but may also be found 
in other areas. If we take Barlowe's point further, it is the non- 
continuity tn geographical distribution of land suitable for country 
residential development that may cause modification in the concept of 
distance decay function. 

The analysis of variance model shows that subdivisions with 
higher slope percentages, and relatively fertile soils were more ex- 
pensive if considered in terms of value per hectare tnan the rest. 

The chi-square model indicated a significant influence of location 
with respect to water on average residential value per hectare. The 
real estate companies interviewed on this point indicated public de- 
mand for subdivisions located near water. V.A. Wood et al. (1974, 
p. 82) analysed tne locational demand in the following way. 

The demand .. . is conditioned not only by supply, but 

also by the amount people are willing to pay to satisfy 

their desires to live in that area, Obviously, more pre- 

stigious areas create a higher demand, and this is re- 

flected in the willingness of the market to pay that price. 
Thus locational effects on country residential land values are individual 
created value, and are expressed in high cost per hectare. In actual 
fact developers do capitalize on public demand for their profit. Wood 
etal., (1974, p. 51) 


The land speculatorn's net gain model indicates a decreasing 
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tendency in the speculator's net gain percentage as the sequency of 


Speculators increases, It was also observed that there are cases of 


losses and bankruptcy in the process of land speculation. There are 


two factors which may account for the limitation of the speculator's 


net gain. 


©) 


Cy 


There is an upper limit to the amount of money the developer is 
willing to pay for any given piece of rural land. This upper 
limit is usually set by the developer during the bargaining 
process, 

As W. Bahl (1968) indicated in his land speculation model, there 
is an optimum period for holding the land. The point to observe 
Is, .if ine land is neld for a longer period than tne optimum, tien 
the taxation effect as hypothesised in the model will affect a re- 


duction on the speculator's return. 


From these two Speculator's main constraints, and analysis accom- 


plished in Chapter IIl, it appears that developers are the main part— 


icipants in escalation of land values in the Edmonton periphery. 


There are three main points in Support of applicability of the model 


in crural land market. 


Ci) 


Cit) 


There appears to be no upper limit to the asking price of the 
developers, eSpecially at inflationary times when individuals 
consider a country residence as an ideal form of investment. 
The individual's ability to pay for a certain piece of land varies 


according to the amount of money available either in mortgage 
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Citi) 


The view held by this Study is that the valuer should base nis decisions 


form or in actual saving. If the individuals have much money, 
ey are likely to pay more for a given piece of land than it 
would cost under well informed market situation. This "wil- 
lingness to pay" based on improperly researched rural land 
market is one of the prime causes of rising rural land values. 
The point to observe is that developers do capitalize on it for 
Ee WeCalin. 
The role of Appraiser or Valuer in residential real estate ap- 
pears to be ineffective. It is assumed that this person or indiv- 
idual Should act as a pivot in Settling the value per hectare be- 
tween the asking price of the developer and what actually the lot 


buyers Should pay. Inreality it is the reverse. 


on land value studies rather than experience. 


The land value studies upon which the valuer should base his 


decisions should include the following: 


(1) 


Assurance fund value of Subdivisions which are permitted for 
country residential development. 

Costs of initial improvements every. year (Table 3:10). 
Appraisal of properties at a compound interest of 10% to enable 


developers to make interest on their properties. 


The information provided to lot buyers based on the above mentioned 


points will provide them with a base to compare the valuer's value of 


the land and the asking price of the developers. In most cases lot 
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buyers will pay the price indicated by the valuer since it is likely to 
be less than the asking price of the developer. Transactions based 
on such a procedure are likely to reduce the size of escalation of 
rural estate land values, Probably the ability of individuals to pay 
for the land would weaken the role of the land valuer in reducing the 
rate of escalation of land value since they have much money made 
available to them by money lenders or in the form of mortgages. 
The emphasis is on the point that if a valuer is able to provide such 
information, he will be able to remove the socio-psychological im- 
plications currently Surrounding the land market. The impact of 
nigh land values on lot buyers has a long term effect because it is 
felt after many years of constant payments. Specifically, the market 
should follow the valuer instead of the valuer following the market, 
The question posed by conclusion 
What should be done? In most theoretical discussions, the approach 
to the solution to the problems of rising land values in the urban per- 
iphery is only applicable to an ideal market situation. This is a sit- 
uation where the supply, demand, and basic information for making a 
rational decision are provided to lot buyers. In reality the land mar-— 
ket mechanism is contrary. Very little of basic information is pas-— 
sed to lot buyers. 

In view of the prevailing problem of rising land values in the 
Edmonton periphery, this study intends to make a tentative suggestion 


ras 


to the oroblem. The suggestion is the extension of police power in tne 
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form of a modified landbank system for country residential develop- 
ment. 

There are two aspects indicated in the proposal which require 
clarification. 

Police power 

By police power is meant the authority of the state to impose 
limits on the behaviour of the individual, when it is considered that 
the good of the society as a whole is enhanced by the imposing of the 
restrictions, Although police power, so defined, is perceived as be- 
ing necessary, there are critics Who fee) thatut is, atibest. a neces— 
Sarny evil. Iinls pointe or View Was expressed DYyaVVawibicvanttl ovornp. 
127), who was mainly interested in preservation of community's rights 
in the face of rising land values outlined the role of police power as 
Follows: 

: the police power of a State is used "to deprive the 
owner of the opportunity of making maximum profit out 
of his land. 

On the other hand Yearwood (1971, p. 83), who was interested 
in usage of police power to limit the negative externalities imposed by 
one land use on another, maintained that any form of legislation that 
does not violate a constitutional requirement "must be considered a 
valid exercise of the police power". He summed up some of the plan- 
ning aspects which are directly under the autonomy of the police power 
as follows: 


The enforcement of zoning, subdivision, building, and 
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occupancy regulation finds its basis in the police power. 
p. 84, 


According to Yearwood (1971, p. 83) the "basic rule for use of the 
police power is that its exercise must have a reasonable and sub- 
stantial connection with the public health, safety, moral, or general 
welfare." Thus the police power is "based on the fundamental prem-— 
ise of Supremacy of the ri ght of the community, or the general pub- 
lic aS against individual!', 
The point to observe is that the police power can be extended to 
Safeguard lot buyers in the periphery. 
Modified planned landbank unit V.A. Wood et al. (1974) indicated 
a planned land bank unit as having the following characteristics: 
{First], it is administrative process: a process of 

land conversion. Secondly, it is a planning process. 

And thirdly, the city is extended in large planned 

units with an integrated extension of Services. p.14 
A modified form of a planned landbank unit is proposed instead of a 
planned landbank unit as indicated above because it would be unreal- 
istic that a county or a municipality can be able to provide integrated 
extension of services to numerous scattered subdivisions. However, 
the First and the second characteristics as indicated by Wood can be 
maintained. The concept of a modified planned landbank unit means a 


situation where the County is required to buy all Subdivisions which 


are suitable and ready for development, and develop tnem into country 


residential lots which can be made available to lot buyers. The pro- 
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Planning Commission since it has the overall power to decide the sub- 

divisions to be used for country residences. 

The concept of public ownership of land is not new in urban 
research in North America. A specific example is indicated by 
Edward Higbee (1960) as follows: 

Communities will have to gain control of the land. 
‘To get control they will have to buy it just as any in- 
dividual would. Cities [Municipalities will have to 
engage in real-estate business if the pattern of their 
future growth is to be rational. p. 186. 

There are two major questions facing the proposal. 

i) What will be the source of money? This will require munici- 
palities and counties to enter into dialogue with the Provincial 
Government for money at favourable terms. 

ii) How can the counties or municipalities be prevented from escal- 
ating rural land values? It will require a provincial policy or 
extension of police power to control their asking prices. At the 
same time, the counties and municipalities should be allowed to 
appraise the value of the land at a specific compound rate to 
keep up with inflationary nature in the monetary world. The 
best example of controlling mechanism was indicated in New 
York State in 1958. According to R.W. Bryant (1971, p.215), 
the State Legislative granted to its cities a right to condemn 
predominantly vacant land. 


Cities were allowed to assemble large tracts for sale to 


private developers, buton the condition that the sale price must 
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be equal to the cost of acquisition and site planning. Although 
the example indicated above does not limit the developer from 
escalating land ersiss it Shows how public ownership of land can 
be controlled. The point to observe is that, if lots are made 
available to country residential lot buyers, then such a mech- 
anism can reduce land costs tremendously. 


Tine proposal has the following disadvantages, and advantages. 


Disadvantages 


» 


iii) 


iv) 


Developer (1) and (2) as they are known today wiil cease to exist. 
The province will have to subsidize the Counties if they are to 

be the agents in country residential subdivision. 

A controversy between municipalities, and counties, and private 
interpreneurship is inevitable as the case was in Millwood pro- 
Jeet, 

{it is not easy to assess the future demard of the land as was 


shown by the case of Red Deer. 


Advantages 


>) 


iii) 


iv) 


It will remove So many operators who currently overcrowding 
real estate market and cause confusion to lot buyers, 

It will provide a base for researchers interested in rural land 
values since the county will be able to provide basic information. 
It leaves room for developers with construction companies to be 
invited by lot buyers to construct residences for them. 


Counties and Municipalities will be able to make extensive use 
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of its ownership of land to control development. 

Vv) The rising land vatues on the periphery can be controlled, 

vi) It will provide a form of investment for the county instead of 
depending on taxation alone. 

vil) Maintenance of both county and subdivision roads are likely to 
improve because the county will be directly responsible. 

The proposal outlined in the chapter can be adopted as a 
wnole or amended by policymakers. However, a policy suggestion in 
this direction should include 1) increasing research in rural land 
market, and 2) reduction in rural rising land values; and provision of 
detailed information to lot buyers. A policy based on those two aspects 
is of vital importance because in Alberta a country residence iS nota 
prerogative of high income bracket people but low income people do 
own country residences. This observation leads to a suggestion that 
a form of provincial administration is) required) to control thelescalat— 
ing land values in the Edmonton periphery so that those Albertans who 
cannot afford a country residence now, are also given a chance to 


realize their dream: Country residential ownership. 
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